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1*0 Ititt ttxistlng ioteraational oconomic order 
operating und«r the principles of quaai-free market 
mechanism* discriminates against the developing countries* 
This bias i s D built-in factor in the present intemetionai 
t r a O i d e r which i s aa integral x>art of the global econo-
mic order. The injustice Clows fron several factors , 
mainly from the built-in greater loargainiag power of ths 
developed economies because of their superior econondc 
strength* I t i s aggravated lay the international economic 
m<l trade inst i tutions, like law and ^hTS, which iinpose 
a^ one rules and regulations for the industrialised as well 
as non- industr ia l i s t countries. Ihe deterioration of the 
developing countries* terms Of trade, which leads to the 
unequal distribution of the global gains! from trade, i s 
an outcome of the existing trade system. The net result 
i s a widening of the international ine<|Uality gap betwoen 
rich and poor naticms* 
a . l I t i s in this iietting that our study examines India's 
terms of trade vis-a-vi© the res t of the world* A« our 
m^Jor trading partners are th® industrialised countries, 
this work also thpwa l ight on th® course of tenas of trade 
of a semi-industrialised country in i t s trade with industria-
lised countries* we have also tried to observe the effec ts 
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of ciMii9«« ill tarns of trad* on 2nai«i*s economio 
development. 
1*2 Xnspite of all i t s weaknesaes* the teems of trade 
concept s t i l l coinmande serious attention in analysing the 
process of economic growth, f i rs t ly* oetfause the tiirms of 
trad® index has vi tal quaiititative aignific^^ce for develop* 
in^ countries like India* <>>econdly« i t serves as an indi-
cator of the net result of laany diver9ent economic variables 
and has far-reaching welfare connotations. 
1 .3 Most of the discussions aixmt the changes in 
of trade w^re jjtudled in term of grx^ up aygregates. a 
couple of studies aiaout India's terns of trade were concerned 
only with the net tar ter terns of trade and covered a period 
upto s i x t i e s . In the present work* m examined and analysed 
not only the barter terms but aldo the incot»e terms of trade 
which i s a better conccj^t in the sense tUiat i t Indicates 
the imi^rt capacity of the e i ^ r t eajniinga. period 
covered goes upto the «kd of seventies* 
1*4 An i i ^ r t a n t issue that vne have raisiad in this 
study is the ia^pact of terms of trade on transfer of 
resources* Many economists feel that instead of real 
resources oioviny fr<xn the developed to the developing 
areas* a reverse ooveisent i& actually taking place* 
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K group of pvomiiMnat «coooadstd • f^rebisch* sia9«r and 
M c^tSal h«v«i prvsont«d tiM sceular d«t«rioratlon hypotiiosis* 
Vtmif l^ v^fi ftdvancwd arguiMmts in support of thmir contamtion 
that tho davaloping countries* tcrma of trade arts vorsenad 
oi^ hao thay tradte %#lth the developed countries* hHt have 
aB^irically tested the £»rablach*t>lager«»Hjfrdal hypotheaia 
by ocffl^rahimBivaly exarolning the behaviour of India's 
oat barter tamui of tratde for a period of thirty years* 
have tried to verify the secular deterioration theory 
not only on the iMisia of general terms of trado but also 
and 
lag studying the sectoral individual cottinoditieu* terms A 
of trade. 
1*5 methodology of this study ia primarily en^iri* 
eal in nature* In «H3^irieal invasti<gation of the trends 
in the terms of trade* we can resort to various forums of 
analysis which i f applied to the data* could help us in 
I 
expljt^ing the course of a particular tanas of trade tiiae 
series* In the presMt worlc^  we have adopted the approach 
of aoalysing the cyelical and short->run random taovemtmts of 
prices of exports and ia^torts of in«>ortant individual 
products consisting of price indices of exports and 
imports* In other words* an examination i s made of short* 
run Movement in individual relative prices in the context 
of ecQooadc fluctuetlns* for this purpose we have divided 
our period of study into segments of short^periods* 
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1*6 w« h«ir« ttsmd 8tatl0tieaX atthods io order to find 
out th<^r«lationship and rel«vanc« of various variables that 
operate In the external aeetor o£ India. The otaln s t a t i s t i -
cal teciinlque that we have uaed In this study Is the affpll* 
catlcm o£ Index nwnber formila because a l l the oieasurea of 
terms o£ trade are rat ios of Indices. The Index nuRdacra of 
unit value and quantum o£ aggregate^ sectional and Individual 
exports iiOd Inii^rts have been calculiited by this tecl'inlque* 
We preferred the Paasche formula for calculating the sectional 
and the general unit value Index* 
sect ional unit value index was calcuiatwS by 
the following forirailat 
iz: w j l J 
• Pj —nlOQ 
Q 
and« the general unit value Index by the fortmtlat 
O j l 
AsJL 
l o l 
X 100 
the s t a t i s t i c a l calculationa for various masures 
of terms of trad* were n a ^ by us Inde^pvndently* the following 
fonmiiee were uaedi 
Met Barter xerias uf Trade (N) • ^ / ^ 
* Syiibols have been explained la the text of the thesis . 
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oroa* llart«jr Tsnna of TcmOm (O) - ^ j ^ 
Xnccxw i'«nas of Trad« <X) • ^ I ^ ^ 
*o • I mo 
1*6 Our study oovrs a period of thr«« deoadsdt, 1948/49 • 
1976/79 • Zt has ijamn divid«d into thre« separatu short^run 
period0«» ranging from nine to elevmi yvars* The f i r s t 
covora the period 19a8/49 - 19S7/5a, ^ amc<md one runs 
from 1958/59 • 19$7/68, the l a s t <me studies • —™ « 
in termor trade during 1968/69 - 1978/79 • 
1 , 9 During 1948/49 - 19S7/5£i, the net cer terns of 
trade saoved against India for a greater ^ a r t of the period. 
Ttm terras {noved in our favour only during the f i r s t three 
y«tare« 1948/49 - 19S1/S3* Xhereaftcr, the barter tmrm^i 
trade continuously deteriorated* t i l l in 1957/58 they vere 
14 per cent below the base level of 1948/49. The isarlied 
det«riorati(m in the net barter teras of trade was due to 
a pfoportloaately greater adverse moveoent in the e a ^ r t 
p<rioea than the import prices, m fmmd that the iaeoae 
terns of trade noved in India's favour despite the dete* 
rioration in barter terns of trade because of a fsEVOurable 
novenent in eacport volume during this period, nut when we 
smoothened out the fluctuations by taking out a 3*year eve* 
rage ceotened eight years before the current year« we found 
a doMitmtd not only in the net barter trntamjof trede bat alee 
in the iacome tenui of trade. 
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1.10 miring 1958/59 - 1967 / i8 , the net barter tarns oU 
trad« movedi in India 's favour* The favourable ^v<»Muit; was 
due to thr«a £«otors« f i r s t l y * India benefited froei tl'Hs 
expansion in world trade yOiXch was re f lec ted in India ' s 
high export prices* 'fhis coupled with f a l l i n g import, 
prices resulted in the favourable innovBiiient of the net barter 
terms of trade* 'Stm second reason was the gap iMttmmi 
world de.D«tnd and supply luhich pushed up th<^rices o£ I n d i a ' s 
raw materials exports* Thirdly, b i l a t e r a l trade and pay* 
(a^ts. safeguarded the export prices* India also enjoyed 
a favourable incone texraa of trade durinc^ t h i s period* 
I t yma even high«>r than the net barter terms of trade* 
Itie reason tok the hig^^r l eve l o€ income terms of trade 
wtks & constant increase in export c|uantua* 
1*11 ttm fnovwnent in the net barter terflu^f trade showed 
two phases during 1968/69 • 1978/79• The dual e f fect of 
the movements of export and import unit values made net 
barter terms of trade favourable to Xndi« t i l l 1973/74* 
ant» subsequently the terns of trade reverters i t s nove-
neat* The period, 1974/75 * 1978/79 experienced sueh a 
severe deterioration la net barter terms that i t cceiple-
tely eotintered the e a r l i e r gains* Mhen we ooRq;>ared i t with 
the gross barter and income terns of trade* we fowtd that 
the net barter and inoone tesms of trade mttm both above 
the base level and aoved in the seas direction during 
1969/70 to 1973/74* On the other hand, the gross barter 
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terns wore below the base l«vel t i l l 1373/74, a ch^ge 
occured in a l l tiw thr<H» naeasurett o£ terms of trade sinc« 
1974/75* The bartar teraia aic>v«4 down b^low th« base level 
and rennsained at that l«vel t i l l the terminal year o£ our 
;3tudy. a?he reaison tor th« downtrend in barter teraa w»» 
a hig^ t^er growth rate in ii^sport unit values as compared to 
export unit valtMs. aiut# the incoinw tmtras ot trade oonti* 
nu@d to be above the base level* The factor responsible 
for the uptr^d in incooie temuii o£ trade was a continuous 
enhancaaant in export ^anttm* AS far as gross terras of 
trad@ mm ccmcemed^ i t deteriorated becc^use of a lew 
igliort volume as compared to export volume. 
1.12 i^e .-itudy has enabled us to conclude thct t l^ short-
term movement o£ terms of trade uaa clictat^sd by the conmodity 
structure o£ India 's foreign trade. Inspite o£ a gradual 
change in the coiqposition of India's exjjorts* tirw movement 
of India 's terms of trade during f i f t i e s and sixt ies was 
considerably influenced by the laovcment in the major t r a -
ditional exports like tea* coffee* cotton textiles* Jute 
goods and metal ores* In the seventies* when the coesnodi^ 
conposition eaqperienced a greater degree of diversification* 
non-'traditional enports like marine prcxiucts* leather and 
leather manufactures and engineering goods influenced the 
terms of trade to a great extent* Utie effect of the s t ra* 
tegie iaiports of crude petroleum md petrolmm products 
« e • 
waa also evid«at iJi the aetorioratloa of India's nat 
toaster tanaa trada in tha sacond-half of tha aavantias* 
Hietda twats support tHa sacular datarioration hypothai^ls. 
1«13 Xn tha opinicHti of sosta accnomists* DO appraeiabla 
changes take pX .ce in tarms of trada during the short 
tarn* But# our study showed that the tarnas of trada 
undarwant changes even under short-^Gurm* I t was also 
diaoovarad that the dam^d factor playad a s igai f icant 
rola In the ir s^ve^sant* the perfectly price e l a s t i c 
nature of tha BVtpply fac tor was also not iaoxnm out. 
m examin tioo of the st^ply of major Indian ajicports 
i i ^ c a t a d that tha a^pplY failtid to respond to price 
changes* 
1«14 In the subsaquimt paragraphs we will sunsaarise tha 
affects of tarfos of trada on Indian ecoaoufy* find 
that India's aacport prieas failed to ref lec t the domestic 
cost of produetioa* I t h4^ p{>4Maad baeauae e¥<aa in major 
aaqporta like tea* juta goods and •ottoo taxt i las India 
was feeing the restraints of «n oligopolistic maricat* 
There was no question of raflaetion of domestic costs in 
anport prieas of other aa^ports because in theoi India was 
only a narginal suppliar in tha world market* in tha case 
of ioqports also* India m s unabla to influence the price 
of her ioports because her share in tha world trada and in 
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the «aci>orts of the dtovelopad eoimtritts was 
i:»oiMitliie«8 the d«velop«d countries dictated the i t e ^ t t 
price to India bttcau^ o£ her strcmy i n ^ r t ^tm&n^ for 
the capital yooda of the industrialised countries* India's 
inaitdlity to influence i t s exports and itngx^rts 4.:'ri<3e0 was 
one the the main reasons for the unfevouraole trend in 
the net barter teons of trade* 
1 .15 The e^tpectaticm that th® depreciation of a currenoy 
turns the terms of trade against the depreciating c c ^ t r y 
did not cofm true in any o£ the ye&zs when the devaluation 
of the rupee ta^en x^lace* i^uch expectation* i t should 
be i s baumd up^n the falfilltneot of certain 
conditions which did not pr. vai l in India* llie devaluation 
of 1949 could not exert any unfavourable effect on terms 
of trade because of tJie Qaaer^eaoa of the itorean bexm which 
brought in i t a waXe. forces which in^roved India*a terms 
of trade. imilarly* even the substantial devaluation of 
the rupee in 1966 was mable to exert any adverse effect 
on the terms of trade. 
l « l t 7he changes in th€i! net barter term® of trade had 
significimt effects upon India's balance of trade* Our 
examln^^ t^ion of th«s effects of changes in ttarms of trade 
on balance of trade does not e n t i t l « us to frame any 
rigorous hypothesis* iHit the following conclusions do 
emerget 
• 10 • 
(«} The total changes in th« balance of tr«d« du« 
to th« toriM of trad* «Mtr« high but not vexy 
eon®i8t^.ntlya Shore were year* i^ liban the ohanges 
were very high* and there were years when such 
changes were not that pronounced* 
(b) The in^iact o£ teme of trade upon balance of trade 
has been negative *^ h<H3ev«r terms of trade deterio-
rated from the base level* 
(c) A nwre increase in exports may not help in closing 
the trade gap i f term* of trade index i s lef t 
unsaddled ta deteriorate* I t i s true both in the 
overall balance of trade and aectorel trade balances* 
fhus# the need to have cXoaer otonitoring of the 
teroMt of trade camiot be overiua^hasieed* 
1*17 IVie terme of trade play a strategic role in the 
econCHBie development of en aconoray through i t s effects 
on the availebility of foreign exehounge resources* tne 
c h a n t s in India's terms of trade failed in generating 
f o n i g a aaiehange in the decade of f i f t i e s because of the 
detarioratioa in the net barter terms of trade* Me did 
gain on the foreign axchaiKg^ froat during the sixt ies 
because of the favourable moveaeot in the teras of trada* 
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During the f i r s t half of tli« seventies* %mi ^ aiiMA 
foreign exchange beceose of the stal>le terms Imt in the 
secon<S*half the loss of foreiign exchange wes quite he«ivy 
due to the sharp decline in the net barter terms of trede. 
In fa€t« i t toore than countered the gains of marly seventies. 
are of the opinion that* on the whole* raovenient in 
I n d i a ' s terms of trade was responsible for the loss of « 
oonsideraule ammat of foreign exchange, which we would 
have aamed i f th® terms of trade had remained s t a b l e . The 
terms of trade* therefore* did not play a posi t ive role in 
the economic developiaent of th country* 
1.18 India* s economic developinent has not niade a deep 
dent on the basic structujce of the econosr/ because ihif 
rate of growth i s low. 'Hiotagh the share of sianufactures 
has increased in total exports* India ' s export trade s t i l l 
does not ref lec t the structure of a eoinpletely industrialised 
eccHKMqr* failure of a f^mdanental change in the eeonosiic 
structure was the basic cause of a lack of change in the 
structure of India's foreign trade sector wnich %fBS i«qper«-
tive for a salutory effec t on terns of trade. Me* therefore* 
conclude that the i»ipaet of eeonomic developai«at on India's 
fntrnjai trade was weak and* therefore* failed to cheek i t s 
unfttvoiirable ooveraMit in the face of countervailing forces* 
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1*19 ftui iMislc contention that «aMirg«8 from this 
work i s that the £luettt<itlOfks in India'« ii«t barter 
terms of trad*, through i t s adv«rs« af fac ts on balanea 
of pmytmnta and diatribution of global gains from trade« 
i& working as a con^^itraint cm h@r aconocnic daveloprnf^nt* 
uuu^  conclusion broadly suppurts basic hypothesia of 
doctrine • 
1*20 In th« i n t e r e s t of ecanoRiic deirelopmigiit* should 
t r y to reduca the constraint ia^osaa by f luctuations in 
India ' s tans^a of tra-a®, Th« solution to th« problam of 
a«3fv«rs« terws of tra<3e i s to restructure the dis tr ibut ion 
»al pe^tmm of iproductive re«ourc«« • from sectors whera 
the foreigna iocchenge rea l i sa t ion p@r miit i s declining 
to tiiOSf whcra th® imit value rea l i sa t ion i e Incraasiny. 
mc; solution to iwpicove tiwj incoraa tarms of trada i s a 
high growth rata in «*i>ort quantum* 
1*21 hava suggested tha following aeaaures to 
achiava these iMsic objactivest 
A* l^liey of price atabilisatioiii 
B» Increase/ the ptlom e l a s t i c i t y of exportsi 
C* Diversifieatioo of oonnodity composition of tradet 
DiversificatioA of marketsi 
C« Higher degree of iiii>ort substitution! 
f* Trtipfmr of appropriate teehnologyi 
O* Change in the lAtemational trade order* 
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1*22 TImi adoptlcm and vlgojroiui j(.saspl«ment«tic)ii of 
th9 auggasted iM»aaur«s can exort a h^dlthy influ«nc« on 
India'6 tM^ sma of by stabiiitiiog unit valiMs of 
India*8 lM|»rta mxpoxx»$ incraase the prica a laa t l c i ty 
ot «xp(»rtui and axportablasr diversify the comnodity and 
aountry coqiosition of India 's foreign traday and acccla* 
rata the rata of industrialisation through a higher degree 
of i m ^ r t substitution and adoption of appropriate tech-
noXo^y* In this way« ineaaures will help in impro«> 
ving not only the general terms of trade but also the 
sectoral terns of trade* also au^gested that for 
an s f fec t ive iiK|;>liHa<»3tation of these measures* a raforni 
lu the present international trade order l^ i ssent ia l . 
Z«23 The implementstioa of this j^ solioy presoription 
will solve the twin problems of adverse effects of tenus 
of trade on balance of payiaentfj and national income* I t 
will lead to a nore viable distribution of internal 
resources which will help to reduce the intensity of 
negatimi effects of terms of trede on the econcnciy, 
lo^roveaent in the terms of trade will mm a greater inflow 
of external resources that can be invest^ ^d for productive 
purposes* ^ s i t i v e fnovement in iacoiae terms of trade 
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will snhanec the i a ^ r t capacity o£ India ' s export 
earnings which will enable h«r to i n ^ r t « greatMr 
amount of stxategic developiinent inputs* ar«t 
therefore* of the qpinion that the t&xma o£ trad* 
u 
policy ajtgg^mted lay us will io^art a t a b i l i t y and 
strength to India 's c!Xt«mal sect^-r through i t s r@&tru« 
cturine* I t &4.I1 also accelerate the rate o£ India 's 
economic growth by increasing her share in tho gains 
from t r ^ e ndl thus wil l help in augmenting the net 
nv^tional inconMi. 
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Hm abi l i ty to have larg* «K|>ort® and to obtain 
Cavourable tarios for thsfii I s of ^ e a t Imj^^rtanctt for a l l 
developing countrias* I t i s of particular importance to 
couottrles who wont to tasa intamational trade as a» angina 
of growth* 2f tha proeaads of aai|>ort8 ara substantial and 
stable# devaloi>ing coimtriaa may be aole to satisfy thair 
naads of i i ^ r t s of capital goods; for davelopsient largely 
out of th@@e procaada* ^nd thu3 to iceap down the volwici of 
borrowing. 
r 
favourable and stable tenea of trade are« therefore* a 
matter of utmost iisportanca to davalopin^ countriaa. The 
position o£ developing in raapect of thair export proceeds 
and terms of trade i s traditi<mally precarious and vulnera* 
ble^ their ex;ports ooosiat nainly o f primary o^anoditiea* 
l>rim$iry «ofinoditiea« especially industrial raw inateriala* 
are subject to particularly violent a^i^g in prices* Zhe 
eyelical moveaienta of the tersaa of trade* t^refore« have 
attrasted the greatest attention* These fluctuatioiia are 
of oueli a nature a» to be almost inooi^atible with s t e a ^ 
developsneiit policiea ana steady rate of investment in deve« 
lopiao countrieai ani ahould« therefore* be e l l i ^ t e d as fa r 
as possible* Besides cyel ieal fluetuatioA** the mms^t 
novenente of the t^cntt of trade over Icmg periods have also 
occasioned the developing countries greet anxiecar* 
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Zt i s in this stttting that w* a n mkiiig an attttiapt in 
this study to exatiiine the effect of cAanges in India's t&m» 
of trade on her eeonc^e aevelopineAt* we are interested in 
analysing the moveffient in tttms^ of trade toocsuse i t indicates 
the distribution of geinc: from trade iMtween India and her 
trading partners* A study of terms of trade can r«cider valuable 
help in incressiny our understanding of th@ issues involved in 
the structural change in India 's trade sector . 
^ have« tlwrefore* examined the i&ovement in net barter and 
iocome terms of trade. have also tri^d to find out the role 
that the terms o£ trade played in the transfer o£ resources to 
India. In other wordu, vre have attwx^ted to verify i^rebisch-
'secular atmgnatlcm hypothesis* that the deterioration in 
the termi of trade of the developing countries nas resulted in 
the transiNir of resources from the dieveloping tP the developed 
econo^tnies. 
Our study covers a period of three decades* 1949/49 to 
1978/79. There ac« tluree reiMons for selecting this period. 
First* the period i s long enough to help us in reaching teroed 
conclusions. seeond# enough date i s available for this period. 
Third* the period i s recent enough to acquaint us with probablA 
treads in the future. The year of the coiaaeneeiBent of the period 
has been c^sen because we wanted to begin our stwdy ef tar the 
post'-war «r«. Xhe seleeUon of the l e s t yeer was dietlMM fey 
the fas t that %ihan we started our study the data waa availal^e 
only itpto tliet yeer. 
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1 
IBIR22M£2£2B 
1 . 0 The meiMtSng I n t o m a t i o m l ooonoroio ora«r -
c^^erating under th« ptiaeiplma oi qu&ai free f^arlMt 
ii»oiittiil«iit • deaorlialiHitoa agalnat the <3@v^oi}ing count-
r i e s . vhiB bias i« a btUlt-la aeviae In tiie present trade 
MMati i s a ijaSTVaipeel of the general, maamde c raer . 
I t i s a oyatem In whieh Vm wwqtml trade partners 
Caevelqped and aevalqplng countries} are pitched a^9ainst 
each othiTi each t r ^ r ^ to increase i t s r e l a t i v e share oC 
gains o£ trade. The Iniustiee £Ious Srom s e w a i factors* 
oftiniy firoci the buUtln greater bargaining poi«er o£ the 
devaioiNSi eeonomlas beeauee o€ thair mvarior seonofaie 
strangth* Zt i s aggravated by the aeooomtis and trade 
iMiUmiflMit IDea tm and oim^whieli impose mum rules 
and ragmtatiotta f ^ the risii aa uttll as the poor e o m t r i a s . 
9m ifiamul distrilMition of ths gains of trade is a logleai 
onieaeis of tiia syatam. Mere aiaconesrtiag is the fact 
that mm and above the vary low laval of the dsfvalopino 
coiiitriaa* Miara in trade gains there is a furthor aeoular 
2 
«s«teri«ratioii l a t lwir r o l a t i v « 
I . i k •igniflowit iasue i « the iinpaefc o£ teres e£ 
trade on traaafor of raaourcsao iron) davailopaei ootntriaa t o 
(levaiof>liig oountriaa. tiMre are acute di££erenoea atiioag 
liit«niati«3iial traiSe eoonomlota as to wtiether thia t r a n a t e 
la aettaaliy taking place or not* Httny aeonoiiilata feel thdt 
laatead of r e a l reaoireea loovlng from the <3evelo[>ed to the 
dewMlapiag mm»0 a revorae mvmmnt la actually taking 
plaee* ttie omln eauae of thla reverae movemit in the 
<Sireotlcn of flo» of reeouroea la the aecular deterioration 
In the term of traae of developing countrlea* itie net 
reault la that r leh eoontriea are becotalng rlotier and E>oor 
e o m t r l e a aregettlng poorer. 
Moat of the dlaeuaalcn atiout the tooveneot of 
tmtm of larafie hae been atiiSled la t e r w of group aggre-
aone eoenomlGta have cBeamliied t e n » of tradle o f 
dev«leped vmtmm aevelcplag eot«itrlea« <»thflra heve t r ied 
t o aaalyae the term of trade of prlnary proiftiota vmmm 
wiMifastived gooda. Kt beat* theae aggregiatea have bean 
atAidlvlded Into analler onea as teriaa of trade of Indue* 
t r i a l «BenoiQftea# aeml'lnduatrlal eecnoialee* o i l - prodii» 
1 . QmemUrn, Xdrla k , *a m » satemat lonal «rade orOtr'* 
Aalao 8(Kiionlat« i , U t> IS* sept . m a « p» ta . 
3 
eing eountriM* ncm^U-irodtieliig eoiiitries# cK»taitrie« of 
the and eountrioa of the south# ete . w r y few 
•tttSlM have bam imcSe about the trends in the tcvus oi 
trede of liidiviiSiMl. eountriee* A ooiipie of etisaiee that 
httve bein mOo ere eoaoemed with the barter termi of XwliA 
e o w i n g a period upto e i x t i ^ * m this work an atteRip 
w i n be laade to mamiom not only barter tennaa of trade 
but aleo income terms of trade fcr both ehcart^cun and long-
rtii periods, 
i . 3 Xt is la this setting that m are taaHing an 
atte«iyt tn this thesis to escainine the effect of seeular 
o!ion«^ in India's tsnns of trade on her eeonooiie develoixnent. 
i9otwith8tandingi aXl i t s vpesknesses^ the terms of trede 
ooneept s t i l l oosmraands serious attention In analysing the 
fvoeess of eeccioKile groiPth*^ r i rs t ly« beaatwe the tenne 
of ti^ide ham vi tal qomtitetive eignifieenee ier develeping 
aouRtries like xndia« s«9ondly« they serve as an IndJoator 
of the net result of aeny divergent eaaaondo variables and 
have farnreaehing Mslfare oennotAtions. 
U $ m are Intereetsd in studying and analysing 
the movemsnts in xndia*s tmm of trade beoause t h ^ 
matettally effeet the lareifipeets of her esononle develop* 
t« m m OeraM 
Itotetnetienal 
4 
nmt* h d M r i o r a t i c n la of trade tmjf tmm m f a i l 
In tJtm MtktXvm rnvme l a gmitm OF TRADO. A rtOmtim 
In tliB trada gains isfplimt that a lasaar guaattiB of aoooo-
nile mmvlvm ia lavaatad %flkl0ii la i t a tian pnUm 4am tha 
p^roMtti r a t e o£ aoonomie denraicfsrant. wovaiaanta In tha 
tarfw of trade hold a pivotal t»«l>tion la tha analyaia 
of ourrent amanomla prfibiaiw and ia the formation of 
daaigaa to molm thenu Tha tanaa of trade caa aXao raadcr 
waitadala haip in iaoreaalao oi«r uadarataading of tha lasuaa 
Involved la the atruBtural ehanoe In xndla*e trade aeetcr , 
m ahall* thmrefora, €aeamlne the movmmnts In 
eotamodity t a m e of trade and Insoiiie tertw of trade, Attaa* 
t loa «»iXl be footisaed for indicating the i t n ^ t of tertw 
trade m devt^opeaatal e f f o r t . TSC mid TTY are baaed on 
aeoaonie iparlabdea like* ( i ) aocpcrt icleaay ( U ) iaport 
pf$mmi ( i U ) qmntim of asiportai and ( i v ) quoatum of 
iaperta* thmm w i a b l e a r ^ e a a a t .^  the raoiproeMa 
darnwit aad re6l|ir«oal «api>ly of tha tradlag eouatriea, 3*t 
tiKa tlM reeiireoat damad and aupplir aohedulaa oaaoeal 
the beala M a t m a a a t a of aesalar ohMigea la the tanas 
of tr«tfe# vis* , strmtiaral wia l>lea la# ( a ) psttasa of 
ffpoduptlca aad <b) eonpoaitioa of eonaunptiaa* The impact 
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Of tmrn of trado m mmxmSa gg€m%h wliJL tm mumixia^ with 
tlM M p of Ciio eoiMMiptot ( i ) HotioiMa ''goliM'* in «qpart 
eomlaoey ana ( M ) export -43a8ed p t ^ i e a l inport oapoeity* 
Both of them have « hmtSng in anaiysing the effoet of 
ehan^oo in trado variablea on oeonomie tranafGroAtion* 
ftoticnal gains in eoqpo^ reooipta trill be inaiooted by 
isiin^ the conecipt of eomodity tarns of trade ( three year 
taavim overage If^ese). aeport^baaed ini^ort oapacity t^ill 
be aetoTBilnea by oaletaating the chanoea In inoos^i t&em 
of trade* 
1,4 TR our amlimlB we t r y to find cut th© 
r o l e that th«? tarfw of trade pl.ay«id tn the transfer of 
r«»8o»irceE! to India, Tn uords, w© wi l l anst^ere otAar 
the question! Whether India's terms of trade have irKsrea-
sed or diminished har re la t ive share in the distributicn 
\ 
of the gains of trwO^t BmrntMrn* the ansMar of this 
^pisstiai will provide the ans««ar of an equally iniKtrtant 
qtisetisiit Khethor zmSia's foreign trade oontrlbiiied in 
qoli^MRliig the psee of i t s develqpmant by providiiw 
esoneiaia resources far produetive investiniiit. 
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M * m^'Mm^ m ^^m wrm, wm mm^ 
m imiot bttur in mlmS thttt vm owuiot novo dlr«9tl.y 
froia etian^M in tanao of to ehangw la ii Qomttf*m 
eeonomle %K«i].£ayr«* 2ki o r t e t o «ti«iya* tho %r«l.£«r« 
^ u^ otild hav« to eonslxSor ettttala mS&e imtatm wliieli 
eouia «f£«ot tomio of tr«d«« 19MMI« tmetmtt ean BE E I A S A I -
f l e a into 8hart*tann and loiig««tflrn oii«i« tim lat>cirtant 
faetors una«r the irtiort-tariR eat«Qory «re t 
i> fSei^ and shif ts in(3«{»en<3«nt of eecnm^a arcuthi 
11) Changos in tQrl££ai 
111) Ci^ltaJi tranaforsi 
Iv) deprJoiatlcxi or ai>^roaiatiQii o£ a com try* a 
eurroney in t«rQ» of the other oouatry*a 
eurreneyf 
v ) tmUmaHogMl ohangee, 
M the ohangee In teritie of trade are due 
to e tnis t«ra l ahlfta In demaid and eiipply aeeoelated with 
eocnonie deveLofunHit and grovth. 
3* Beomiee of the diff jaul t lee la eelmiietlag elngJUi and doi*4te 
faoterel t « m off trede« i«e hav« t o M l hmSk feo iMit h m t m 
t a r a of trade, m addUloMl reeeoit la tiiat only the oat 
barter t e r m of trade are oaleiAeted i « r aoet aoiaitriea end 
are for aeaular parlode* Am they reo«l3pi» grMtar 
ettantlflii* tha tiiearitftael laeiiea in thia aaatioR rele%e 
almost ent irely the nat bar tar aaneapt^ m tha tdvm of 
trade w m r s N r t o tiie net liHrtar wmmfM tRlnaa ttleariy 
atnted etliawlen« 
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^ knon thftt tho tmtm of tsraO* «r« 
aetenoified by the balancing of foreee of <iofnBfidl and s m ^ y 
(raelprooel eyrv®®) wtiieh ojwsrat® In the Intar-
natloimi eeanoinQf. oth«r thlnas tenmSsi.im Bmm* i f the 
taote prior i t ios of a eotiitz>y*a tsmrnxmrm \«idergo a ehango 
so ^ t they relatively gtrnatm (Xaaaar) quantitiaa 
of the inixrtecl conmoditiAfi than befer«# the country'e 
tarsie of trade %fiil deteriorate (iftficarve). in order to 
«3©ai 'With s^xseifSe situations, vre Fiust Intr'yJxise the em-' 
ciqpt of in:3)ply e la»tiei ty in this di9etMi»l«ri# If the 
r^evaxit mipply ctarves are infinitely elaati® than oh«i9®« 
in dfKTund for racporta and iirpcrta not reaiiit In price 
ohangoa. 'rronoequently, thcr® woid^ S be no nwemmt In tertna 
oi tartna. 
liBt taa vimialiae a t ^ • oomtry ( CI and CZX) and 
tuo • eooimdity (x and Y) model* Aetnal degrwi of M a r i ^ 
ration f in i rovmnt) in tiie terma of trttde of ez# in Vtm 
faee of an InereaM (deoreaM) in tlia iaiiart daffiMid of ez« 
wili aqpand on tlvaa w t i M m ^ ttm f i r a t la the aoctant of 
eountry deinand ahift for ooimtry - tVm ixm^t oomnodity 
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Ofm^tm ilmmt) ttw ehift« grmUK ammm) bm 
the dogrm of a M r i a r a t i o n of CZ*« t«rfsai of ttie 
floeond inportyfaetxr i s the (degree of e l a e t i e i t y of eivf^ly 
of eoRnxadity V by e7i;(ehawn ^ by her reeiproeai denend 
curv®» The higher (latter) th® degree of e l a s t i c i t y * lower 
(higher) w u i be the degiree of deterioration. Thirdly« the 
e l e s t i e i t y of the reoiproeal depend ourve of Cl also sslays 
a v i t a l role* l ^ e ( leee) e l a e t i e i t ia« onre ( lees ) 
ttfiU he the tiorsening in her terns of trade* 
mm^ m 'mm 
in ooneiiS«ring the iifi»et of cheo^ies in eor^imial 
policy on terms of trade* tue will again use the two-oountry 
and «wo-«of!«iodity model* Effeets of t a r i f f will dai>end 
f irst ly^ en the way that t a r i f f i s iiqposedi sesendly* en 
the ttlastieities of offer e twes* ikider the polisy of 
£ree trade* the tenw of trade wUl be detsnsined by the 
iiitsrssetien of the offMr eurvee Csiipi»ly«dee»iid m r v e s ) 
of country z and ZZ« h esrtaiii inantity of ez*s SMixrt 
eosnodlty x will be sKiehanged for a certain qutntity of 
CZ's iflvort coKsniity Y* 
lUltsr ths invositisn of t a r i f f (policy ef eoonoiale 
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prot«ati«ii} by CX on i t « inpart of eonimidil:y Y, th« priod 
of ooraoodity Y wtiieh CZ infsorta InereaM* rcdatlvely noro 
than th» prioe of x whieti cz aaQ>or«s* m i s nieini* thmt th« 
t«ni« of tr«de dtttoriorttte against the country whieh 
iniMMM the iBfJort duty, cn the other hand* I f a duty i« 
iniXHied cn CZ*8 mepott oonioodity x by CZ« the increase in 
the price of x will be relat ively higher than the price of 
i t s i f i f^ t eornmodity Y, The result will be an incrovement 
in her terini of trade. 
chpiTM^ mMswrns AND r m m or TI^ AQE* 
Capital transfers from one coimtry (country I ) to 
anotNc (eoimtry IZ) can take the forntt of ^ant# an 
interest payment* war reoperations* lotm and loan r i ^ y -
mint* the question to be sKamined is • whether the way 
of raising capital for payiRMit by the transferring country 
(cointry Z) and the way of spending i t s by the transfers 
(oovntry ZZ) disequilibratee the balaaee o£ payiaants of 
oovntry Z or not. the tmmme depends on the eqiaatioB 
beftMMR the 'aaqporti^e surpiiis* of the t r a n s f w i a g 
oomtry and the 'additional IniJQrt bil l* of the reeel* 
ving oomtry* beeauae tlie ooiaitry nuking the tranafer 
t r i e s t o oreate an •esQserti^e mmvlm* to offaet tha 
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traaaiil^ilii* r«o«ivliiig ooiaitry troy « pmtt of the 
trmaB§mtreA empital cn buying liic»rt« from the triywf«r«r« 
th« Iwlanee of pmywmtm oi the traiuiferrliig country will 
rcRttiii 0 t i M e i f the « ; t r « ii^Kjrt b i l l of the ireeeivliio 
country la equal to the edaitional <D^>orte of the trene* 
fecxlng country* But« i f the aadltionel iufwrte ore 
not equel t o edklitionei eiq^te^ the balance of payments 
of the traneferring country will be in dieequilibriisiw 
tlider mieh a situaticn« the 'adJuetiDCiit nieehaniett)* In 
country t will week via tho ohanoes in tornio of trade* 
The erusial point to ccmaider I s the direction In «ihloh 
the terra of tratSe o»y nmm In oraer to restore eciuili-
briuo. ifie c l a e s l o a l economists believed that they wiH 
Shift against the transferring country* the reasJl^ that 
thsy advenoed for the deterioration la their teroA of 
trade «ias the {ritnery burden of raising the cai^tal for 
tvsnsfer* they fiarthar aseorted that the t r a n s M r i a g 
oountry will a lso suffer a seoondary burden as « resul t 
e t tlis warsenlag of terns of trade. 
The tnodecii international trade eoonomists avoid t o 
pemmnam any suoh ostegorieal conelusicn* they s r e 
onre oautious sod* t tosvefm« point out that the teros 
of tredo of the Ummtmwiao oomtety am either detMrlerete 
or im*oe> dspMdliig on the verisfta.ee l i k e o l a s t l a i t y of 
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export m^ply of the traneferriiig eoijatry and eLaAtleity 
of iii|?ort d^aand of the reeelving country. ono of the 
modom trade eoonomiet^ Harry Jdtmam feele that any out-
come In the direotican of tretna of trade ia poealble and 
there ia no reaaon *a priori* t o cscpact them to now 
SJI one way rathar than another*^ He propmjnds that the 
otitoomc* wi l l dei^ end f i r a t l y , on the net e f f e c t s of income 
changes in th® two oountriea? secondly, on the r e l a t i v e 
i r q p ^ a i t i ^ to spend c^ donaaatic and imported goods i and 
thirdly« on the e l a a t i c i t i e a of am^ly of the two cat^e-
goriee o£ goods in the tw> countriea. Xt muet be not@d 
that J c ^ a o n ' s analveia ia in terms o£ t%fo cat^ jor iea of 
goods in the two countri i^ operating on fixed esoohange 
ratea« with the terina of trade being * effected* via 
Income and pr ice adjuatnwita, K»np has atti^ied the pr<A>Xeina 
under f l e x i b l e aechancie r a t e s . ^ U»dcr thia eoeehange regime^ 
the balance of paynioita i a alway« in equililariuiii and changes 
in tenw of trade are rifveaented l)y changes I a the eMShaage 
r a t e between the c t r r m e i e e of the transieering ind the 
receiving country, im^ mmlytm, laider suah conditions 
the e f fect of raising the transfer In various ways t by 
borrcNiliig from the Central Benki by enhancliig lacoiaa tax 
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mnA )>Qr tispo»8iiig a %m m imeattm» m al.«o XotOm hm 
my In whleti tiMi vsottivliig eomtry dl«trllyiatea the 
oai»itai transfer of f«eta tifi» euteonn* ae far aa ttie r a t e s 
M flMehatige# aa refiestei i in t e r m o£ trade? la eoooemed* 
hia v i i^ a <S^preeiatic3ii in th© ra te o£ «9cchange (a dete* 
rimmtijtm In tlie teme tra«le> or an ai^Yeelatkxi In i t 
(an liii|Mroir@t»3nt In ttie t«r f» of trade) will be deteri^dnecl 
fe^ tlie aisee the rele^iraRt fnar^ilnal pri^jenaltlea and 
Ineom changes* 
PEYMFVFIFTM ATM R ^ M OF R M M . 
At f i r at glane®* d@valiMiti<sn of s country*® 
ewreney wil l i@ad to a £al i In her teriw of trade« beeause 
as the reescKiing gem Inpsrt prieea Increase and mepmt 
f r i e e s f a i l * mtt th i s i t i s not neeessary that torras of 
trade wi l l a lwa^ deteriorate aa a rest i l t of dawalmti«aii« 
the fiair In the reasoning i s that m do not st ls i t to the 
sans mmwmmf while emurarlng ehangfes In pr ises 9 i 
and sKperte* m use e i ther the foreigR owrensy m 
donastlo etanrensy In oelculatlfiQp the terfw of trede. Aftsr 
devaitMition* iiq^art prices r e g i s t i r m livwreaae in doeias*-
t l « o«rrenoif tout stay uiohtnged la foreign crarrenoy. on 
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ttio otlior iiaiid^ eacport |irlO0« falJl In iatmim Qtirr«ney« 
but vmilii atttlbl^ In doiMMtle eummeir* i f ««o 
talee Into «eeoiint the mmnStae^ Mimtm tilgtier cost 
of • s m »at«riAl isfiCMrts In th« di^eei«tliig eoiaitry) 
then dknrftlmtlon will lead to an inereaae In « « r » of 
dometio eumney In both iiifsort and <Bcpcrt prlcoit, simi-
larly* th® foreign ewrrwKsy price of both Inpcart® Mid 
an^porta wUl w i i s t a r a f a l l . itm cmmmsm ainong 
is that th@ way th@ temis of trade mam: will 
afifiena en th© relative of peiem efmmm of export 
ansi import®, asTOolng that both will mov© In the sar© 
direetiofi. To find out th® dix&stXm of chang© in terras 
of trade, w@ mmt eonsia«r the faators ^^ich a«t«rmlni! the 
sises of relative price chang08 in a»g[X3rt8 arH3 i n ^ t s * 
mrnrn imtms mr& ttm ^mtSjsitim of ^mmnA an4 m n ^ y of 
both iavsorts an^ mpt^ctm* Josn Robinson i s of the c^ilnion 
that i f th« prodiuet of ©lastieit ias of supply of tlis two 
teraiiiiQ partasrs i s 0r«at«r than thair a las t ie i t ias of 
d s m i th«n th« tanss &i tra<s« will wmm m&9imt th« 
oouBtry whiAh has ta}«an roooirss to aevaltiBtion* 
w m. mm w 'mm-
A m^ irt)l3ai«i& for the olassioal moamikmrn mm ths 
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is|)Act Of taeiviologioaJL ohwige upon tmrm of fcrftdo* Hie 
queotloi before tlio» ma i Couid an ii&provepait in the 
T E E I N I M od iroOuotliii IVIIIQ «L>OIII ouoli A MmimMm in 
the eotntry** tmm of trade thet i t would be no better off 
after thm teetmoiogioel iimowition 7 J . s . HiU*e enewor 
mm that a teetmoiogloal inproveiQocit in a oountry*a «acport 
Indue try will reeult in terfw of trade oioviiig againut i t* 
tie thought that deterioration wUI be niore iletm) by ttie 
a&m prc^portion as the reduotion costs i#hen the eiaat lei ty 
of eaetemaX dersend ie ieee (cnre) than unity*^ The neo* 
claasical eecancmilet* BSgramcrth* developed the itfelfare 
itaplieaticn of thie reeult* aoeeptiiiQ the idea that a 
eountry ^ f a r e my be hcrtned by teehnologioa]. inprovemeiit 
even when the esepcrt good is eonaufoed at heme ae well* Zf 
the forelipi demend for mtpatta ie quite liieleetJ43« tliaa 
the gain in produetiai nay be of feet by the loae ia value 
produetlvity of the country* a eKporta*'^ Another claaaioal 
m a o a u t t Baetable, oritieieed ttie MiU - Bdgewortli 
oofieliaileii by aaeertlng that the underlyliig aemptiian 
they tmiee are not relevent to aetuel eituatioiie* liaetaMie 
poSntma out that the in the faoee of a RM^ti-laterai 
Mai# jr s * . iKiflfiiititiE. 
rngmtmrm, the ^tiecnr «f mtewiatloiiai valuaa. 
X • I8S4I — ~ 
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TRADING systitei i t im not pil^iislliil^ for any QII« e o u i ^ 
to t t m m lA^lMtie Ikureigii AmmOiJ 6 > 
\ 
The Gil **oiirQfiie aoiXar shortage** dvring tho 
po8t->i«Qria WSBT I I the eslaaaioaJ. ooriGam with 
the ifsytact of teolmoiogiaal ehimge on the terimi o£ tra<Se« 
'itie aiia behind the Inquiiry^ hctiever^ hm h&m the oppo* 
s i t e of that «0hieh aertivised the eiassie&i eeonomiate* lEtie 
poet - f^ id War zx eeononiate «#ere apprehencliiig that teeh* 
nieal chmme in on© isountry will %raraen the term of tradle 
of tlwee countriee «tji«!h tra«i® t>rith Utough diioeusaian 
an the si^mifieaancs© of productivity ©ppBered in the 
iirraediate poet-war year, i t was Hiek pc^ulariecsl 
the idea that prcsdtjctivity c h m ^ ^ ralqht have ocmai<lerabie 
si^alfioanoe for **the dollar oriaia**.^ m viaualiaea a 
eituation where teohnoaogieel iirprovei»ente of the m m 
degree take piaee in both the expcsrt and inport «• resaeoe-
mm% iaduetriee of oointry x , ttien* either i t s priee ievel 
iiMist fail, er i t s money inoom® i^ist r i s e * raising i a i t s 
tettts the demKl fcr Imparted cToods. *ghm the eoemedity 
tsrtiis e f trade of x me&m, while the rea l 
ineosMi oif b o ^ x «nd i t s trading partner Y inorease}^ 
8« Iliec>|^g|^fcernatii3iif^ 'mrnSm. (4th 
9 . Ocfoed fioeno^ s > a p « r s # 
w^mm, p^ tn. 
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I f tite RUt i^itiAJtt tSm i s i r m i a a i t i s g^mtat 
in the mtpack iiiJit»try oi emmtry ttion her t m m of 
trade ifliai Oefinitely deteriorete* stnoe ci^port prloes f a U 
at rermlii ommtmt end ifflport prtooe ei ther renieiis ecmetant 
or r i e e . Cmvmm^y, U teohnoicxgieai change eoneentretes 
in x*8 iffii^ cirt Qt«»stit«itlng irvti»try« then Y*e t e r » e£ 
trade laust ^w^eo.^* 
fiKty Qcoooudstd iiave t r t e i e i thery^ial i fy Hick*« 
aof^lUQioiic cc to give thm a nor® iorml atmim, Kiiidle"' 
berger has polnt®<2 out that i f (M&imei for x*e eschar tji 
i e inelaetie^ Bom of l-Hek's conclueioii® about the halamm 
©f troiEl© most b© chongod^ the airect ian o£ terra of trM© 
12 Change, hcarewwr, i« not aftecrt«<l#*'® E*^. Flthau 
that Hlie3£*8 t e tm tra<^ c<)R0liiei<ane <2^ be dl^mtea i£ 
ineon ^ftset® cn comtry p a t t w i ar© 
negligible la ocsff|3®ri«cfi t© the ijroawstim - eubstittstiai 
13 
ktiy* Harry Joimeoa hee fisiiiirtied a laeeM 
ROM for enaiyeing incre^wmeiit in teelmeiogy* ae i t 
St. m m , p, ttf'^zm. 
13* 
i t * maium^ the trng^^tm ooiier 
CJKltevd SMRoii^ »i^ liere« n*«« 7f 3IS (1 
t A emmm%t 
t f S S h 
17 
affoeto the tcrmi of tradto through roQiproeal 
aeliedule*^^ itiis mo^ol doala ^ith techioilogieal change In 
a more upmiiie setting of dovaiqpea (Induatrlal) and uador-
«»3eveS.oped (at^rieulturai) oountrlas* Johnson asamoas 
that the tnduotiral prodtjses tnalnly imnueactured goods and 
the other taroduces rratnly aarieuilttraX r«'oducta. itie 
Incocn - elaatioity of denmnd for t ^ industrial country 
ia greater than for the agr ioul twai com try* m other 
tirorda* the asstaiption IB ia that Engei'a i<aw is valid for 
both covmtriea* J^c^aon rrakes a distinction botweoi tw> 
tys3®a of tochnoXa-jical ctmnge i on© is the "claeaical'' 
teehnologicaX ch^^ie ^ i e h takes place in the iianufacturing 
aeotcr while the agrieiiltire aector reineina unaffected by 
i t I the other that type of teohnolAgical change where 
iiqproveiQent ia of the aacne degree in both the aeotora. 
Joimacxi uaea Hick*a ocnoept of the "him^ of a taeiviolo-
gieal progreaa not only en produetlcm but alao on oonaisrf>» 
tion through the 'Inooeia effeet** ttniia* an Inereaae in 
real inaosia for the (nantifaeturiiig eoimtry i s inixjrt • biased 
beeauae i t leMds to a re la t ively greater inerease in demsnd 
for nnnufaotured goods (eiqportable} a t constant prices# 
and thartftiy lends to turn the terms of trade against her 
14* Mtm9on» Hanry« G»« *Bsonoiiiic fixpansion and znteBnaticnal 
MMWh^ter scrioftl,^ 23 • 95«112 (my 19S&). 
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inixrts* 
For the r^ufacturlng oountry« teelmological 
chaaige of t t^ aektm amount in boldi noantifaeturiiig and a ^ l -
eulfcurai see tor 8 will be neutral with respect to produc-
tlan« eo that the net resul t of both i^o<iijction and 
consunptlon e f f e c t s i s an itif>ort<4)ia8 an«l thus an infirove* 
tnent in the terms of trade. I f technolociioal if^ove-> 
Rffifit takes the claastoal forriv hci^ev^, the e f fec t in 
production will be vmat Johnson c a l l s •ultra-ewT»<*'t 
biased". i t i s not only raises t l^ siigvply of reportables 
proportionately fnore than that of inisort replacing agr i -
cultural goods (at ccvistant prices}} i t simultaneously 
reduces the of agricultural products. Ttm net 
e f f e c t of the production bias and the eansi;m%»tion change 
in the mimifaetirliig com t r y ' s termB of trade fflioht be 
eith«r aa impeomamt or a deterioration. The saine 
iQiproeeh i s eas i ly applied to a technological change in 
the agricultural ooisitry« where the c o n s u ^ i o n e f f e c t 
im mepatt • biased rathsr than iuport •> biased. 'Metwo-
logical. iBttfowaaapt of equal iiiagiU.tttdee in both sectors 
then has a iwt sxport bias* trtwreas e l a s s i c a l teehnolo* 
gioal sdvaaee i s on the balance ultra • iopcrt b i a s e d . ^ 
IS . 9i>.iQ(l*l09. 
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mtit la the outeoott a l l thla debate aa the 
ispaet of teohnologioal change on t«tm of trade 7 one 
thing that ooma out ia the validity of J . s * Hill*a oonclti-
aions* Xenf> ahc»fa that they are appl^a^^o 
of foreic^ ^eehange ia atable* and i^en the eroaa-elaat i -
c i t y of demand iat iniKarta ^'ith reapeet to the axport price 
ia zero* Beyond this* no oiRfile ccsnclualcna can be 
derived unlesa additional asswig^tiona are trade* 
EFRGCTS OF BCOR-IORIIC cRomH on rmm OF mAm, 
m the preceding eeetiona ve esKimined the chmige 
In terrro of txade during the short period as a result of 
ch«ng@^ in conaisitttr taatea, eoritiercial policy« devalua-
tion* capi tal tranafera* or technology, over the long 
period, however« the deteriainanta of changea in the 
t e r m of trade are asaociated with atruotural changea 
in produotion and tsmatmptim pattema f which take place 
in ttia wake of ecaiotnlc deviAopiaant* 
Analyeia of the relationa of eocnocoto qrc«#tii to the 
tenna of trade la diff icul t* Involvlfig not only deimiid 
and mvply ttlaaticitlea of two cr more gooda for two er 
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mortt ec9funtriea# but ehmgeo in them e l a » t l c i t l o « aa 
2ii«plt« oi them eoR|a«Kitiaa# wo viXl aicaiaine 
thoaa relatlonahip tn ordar to gain Inalghta Into aush 
preaaifig ftrobloois aa balance of paynKsnts dl££iietiltiea or 
proper goala for domestic planning in undaardeveloped 
oocciomiaa. 
In tN» exar^ination of tho groirth induced ohangoa 
in the patterns of production and conswRe>tlanf the itiain 
tool of analysis i® the reciprocal tleinand eurve« which 
enix>dies both aii^ply and <3enBnd e l a s t i c i t i e s for both 
eKr5ort and iRfsort goods* By shewing the re la t io iah ip of 
various t y p ^ of eeonoistlc growth to ch««geo in the r e c i -
procal demand curve® of the two coianitries (country 2 and 
country the relationshipa of eccmoiulc grmith to the 
tar me of trade becomes very tmich simpler to under atansl. 
First* we will sttidy the in{>act of economio growth 
on tersia of trade in a aituation where the process o i 
growth i s toeing plaoe only in country 1, so that her 
(^ier ewve ahif ts to the rights while the of far eurve 
of com t r y IX remeins unaffected}^ The directions of the 
movenMfit In tariM of trade with growth will be determined 
16* Biiagwnti* J««Qd JOhn«an# H.o* • "Notes on some Contro-
iwrsies in tlie theory of sntamational irade.** 
Boenoiiite M n t a l * MHreh lf60« vp* 
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by what imppmm to the not deiwid fcr incforts. Qcmrth 
am XmA to * growth for inixxrto by ooimtry Z. Zt 
om also rMiat In an mtpmmim Iti the a i v ^ y o£ liqpart*-
blM In a grtmiMig eoiiitry. Zt la the net e£feet o£ the 
demnd and amsply forces whloh <3et«niiiiie the ultimate 
aireetlon in whioh the torse of trade tnove. These foroea 
have hem analyaod Sn terma of the o<*iecj>t« of'output 
eileotleity of dein^il' and • output e l a o t l c i t y of atjpply*. 
Johnaon has categoriaod the varioua typea of to ta l biases 
in developinent on the basis of net e f fec t of the coritoined 
reBMlt of these e l a s t i c i t i e s * He c a l l s these as t neutral 
b ias ; esqport-bias^ ififxart-bias* ultra-i!S|»rt«4>ia8 and 
ultra-aocport-bias. The direetian of ohanges in the tertiis 
of trade o€ country I wi l l depend on the type of tota l 
bias Sm develo£»neiit« country x 's ten»B of trade will 
d e u r i e r a t e t«id«r the neutrals escport-blas, ii^»ort<4>ias 
and ttltm-eaQpcirt-bias types of developiaent. The only 
tygm of develofimant in which her terB« of trade will 
ia irov* i s the ultra-iiiiMrt-toiased cne* zn situations 
whem «st»s of trade d«t«riiirate, the degree of deterio** 
ration will be di i farant in different types of developsisnt* 
tHe degree of deterioration for a given increase In total 
output w&U be lewest whan thsre i s an invort^bias* and 
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tliB deottnd fcr isiKarta inoroa«M 1«M ttsan prcpcrticxiatfily 
to the mpaiMilon In output* itie degree vilX be highest 
%iheii there ie en ultra «o(port-4>le«* mad the abeaiute 
*dien«iid* for Iniiorts Imreeoee mare thm tota l output* 
'^ihen «3evelopmint i« taking place in both country I 
aiKS lit ' the taovement of th© terir® of trade depends m 
the rate of increase in each co\intry*s detoand for iBiJorts 
£rof.i ttm other country — in otiier words, on the 
re la t ive shape of the 'of fer cirves* as detarudned by 
the type of to ta l bias and the irate of develc^ent in each 
country* ^^  Ttio re la t ive rates of dovelopaaant in the two 
cotmtries ney, in loany cases« l>e signif icant in offsett ing 
th© different degrees or types of b ias . I f , however, the 
develofsnent I s ultra^ifiport-biased in only one of the com* 
t r i e s , the terras of trade wil l iraprove for that country 
regardless of the type of bias in the other country and the 
relative rates of developiient* I t toay be noted that 
there i s no definite relationship betuesn a oomtry's 
developsient and m e m n t s in i t s terine of trade* the terras 
o€ trade my either deteriorate or i i ^ o v e * tuxptwrnrnt 
or deterioration wil l depsnd f i r s t l y , on the type end 
17. iryor, r.ti«« •Seonomle GroMth and the tmtm of irade", 
QKford Bsonoiiiie vmpmrn, medh 1966, ip* 45«-57* 
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degree of bi«a and •eeondly* on the r a t e of devttlaiNoaoiit 
in each country. 
Tmt'^ OP rRADE mry economic WEIJ'ARE 
The c lass ica l econos.det® used the aoiicfrpt of t«aru'© 
o£ trade aa a indicator via the gains of trade. 
Butf as we have pointed oar l ie r ue cannot d irec t ly 
deduc© the welfare changes £r<m chanacMB In teriw of trade* 
m £aat, th© connectiui between chairies in t®rrr« of trade 
and oconomic t^elfare i s d l r f l c t i l t to traco. Conetldcarable 
care rouet be exercised to avoid the fal lacy of eqtiatijng a, 
change in my t&cm of trade with a variation in the amount 
or even dlreetlcsi of changea in gaina of trade* such m 
equation cannot be adduced unti l we troioe the ^ e r l y : f j i g 
omvmmm of the change in terme of trade and ecnnect the 
t e r m «f trade« relating to a unit of trade^ vitti the 
voitine o£ trade, 
tfm welfare iUiiJiliQatiana of a change in the t«nee 
of trade are moet directly observed i f we study i t s effeet 
on the fiati««ial. iaoofna* «ihen a coisitry*s terisw of trade 
incrove i t s real, Ineoiae r ises laore than outputs sinee the 
24 
purohaoing pamt of a unit of i t s <»eporta inoreasos. 
The mhmoment in rea l income aii|3|2iefnsnt8 the bcsnefit 
that the country aerives from i t s develf^mient* i f« 
however« a country experiences a iworseniiig in tersie of 
trade as i t develope, part o£ the benefit from wcpanaian 
in i t s <xm output i s ttiMereby canceXXecS* Aa an extreme 
caee« i t i s possible that the tra<le bias and r a t e of 
rray cause so severe a f a i l in t^rnis of tratte 
that gain ficom growth In outp^xt i s raore than o f f s e t by the 
Ima from adv&cae torn® of tr»3©, mo that the country 
ends xj^ with a loas in r©al income a f te r growth, Bhagti^ati 
c a l l s t h i s rare situation as "ieomiserising grwth**.^*^ For 
e!eample» an augmentatioi in the stcnk of factor or teehno-
logieal advance vould ra i se rea l incone by the amcnint of 
additional output at constant prices^ but i f the acoutmi-
lat ion or saving of a factor i s so esepcart biased that the 
terras of trade deteriorate* the negative inconie e f f e c t 
of the mt\mX detsrioration In the terms of trade my thwi 
be greater than the posit ive e f f e c t of output growth, 
Critios of this idea have pointed t^ ut that the 
"isseiAmmeimtag ^owth* c m beecnis a poss ib i l i ty only taidw 
highly res t r ie t ive conditions with respect to e l a s t i e i t i e s 
Bhagwati* Jegdish^ " X ^ s e r i s i n g Growth i A GeoiastrlAal 
Bswrisiw <ii gponoiaio studies. June %9BB, i|>« a0l«>20S. 
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Of (tenand and st^jpiy* tDom «r« mlUcftly 
to «ei«t i f «fi oeonoii^ poesess^a m m SMpply elasfeieity 
and 0oe» abili ty to adjust to ehangad aituationa*^' 
A laroader vUna of tN» effeote o£ c c\mig9 
in tHa tariiw of trade would hcdp no in i&lantifyiiig 
aitiMtiofia un<3«r wtiieh a country n^c^ not bo m x m o££, 
©van though in t&tm of trede deteriorate. a aituation 
can be identified in ^ i e h the adyarso movefCKmt in teraia of 
trade i s the outooPD of a ahi f t only in the foreirp^ offar 
ciarve, while the country*® am offer curve reminc m-
changed, the resultant f a l l in the country•© ternia of 
trade ia dsvioualy unfavourable. But# iff the dofaaatic 
offer curiae also shiftr, thf?a i t i s neceesaary to conaid<^ 
the tsmvmm of this sh i f t s and also tfm poaaible changea in 
the faetoral inoorne tmrfna of varioua aituation 
oan be viaualiaed^ but a nBre knobrleage of a change in 
the tarina of trade will not lead us to %o an unrefutable 
ooneliMion aa to t t^ e f fec t cn the country*a aooncM^ 
«ialfar«* xn order to gau^e the cha^igea in %rel£ar« level 
i t ia Inparative to probe dee|>er mod eonaider whether the 
ohange la terim of trade haa bean oauaed by a ahift only 
the in %ti» ioreigii offer curve or by a shift in the donvatis 
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ovBPm* Xi tiM ffiovmnt in tflrm &i txm^ tms 
gmmmt«a by the cotiitry** cm rtteiproeaX ^ma^ 
thm tlw m^lfim imtm& h^im th« st i i f t ure mm 
than ttm fact of ottiiiiQ«« the rnKSm--
lying eamm, a stt,iay of ehmgrns m the voiwie oi trade 
eoupl®t3 ^ith an wuRilfiaticm of j r i c e flt»ttiafeic»R0 wotiid 
h® ©®.a«itial to mmlym thm ^ -mlim-e of 
laanta to tartis© of 
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m- w^ m pmmrm, 
TImi oountriMi lilM UKtia are loush 
ecnowiMdl ov«r «iaf t« la thoiir t«rai of t r« te £<m a 
nwl}«r of roMona* tr«a« is v i ta l boeauM i t ptovMrnm 
tham with taohnlcial kncMladga, akil i# oapital, naehlnory 
and oqu^poMBt «• a l l of ifhleli ara oaaantial for aeonoiaie 
<i«valoi»aMit* lhaaa eoiaitriaa wtU nattvally ba intanaaly. 
eonearnad with a l l aapaeta of thair trading ralationahipa* 
ineluding thair tare* of trado« Any woraaniag of their 
tarioB of trade« will raduoa thair relative ahare in the 
diatribittion of galna of trade, A lowar aivplue for Invests 
sent will tHaqper the efforte of deiveloping aomtriee to 
protBotM escnoiaio development* 
A groiqp of sirasiiWRt eeenoniiate« irii>ieeh#^ 
singer^ and i^yrdal^' ar^iie the tame of trade have aettaa* 
l l y detarierated for the poor oountriae rather than iiqproped 
and tharefore« we will oall i t the aeeular • detariora* 
tlan hfpokliaeia* they have augoeeted three anin oeuaae 
for for the a d w a e ehif t la the tanoa of trade, ihe 
ao« nmA0 *nm BBononle oevelof»aMit of lAtla 
Anarloa and m ffrlnBlpel rndblmm*, mm inBrk# 
f i t t e d iie%l«n# 
n * aittg«r« it«ir«« ntie nietrltoution of oalna mt»mm 2nvea-» 
tlflff 6 Pagieiilmi Juaarlcan B^eioiate Raviaiw, 
^ [ m y twmhmmm. T 
0«« lilBiii JIBiBiW^ Wwipepif* iiev iRMrtk t MMpec 
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firt% la that the ^mmliapmA e o m t t l M IGMP mmt of tho 
9«iiis from Inoreuwd prodKietiirity In aiifiiifaotiv«» hf 
Saaemtmtaig wmgm moA ptoiitm and not roduslng prioMi* By 
contrast« pr«idustivity gronth In f r l m r y pro^tiata reaulta 
in laum produet prtoM ao that tha galna aoesrua prifnurilsr 
to biqfara of theaa irodloata rather than to tha faotora of 
produBtion* thia maana that tha prioaa of (nanufaotiaraa 
mioh tha aavaloplng eoiaitrlaa iii|»ort do not daeliina# whUa 
tha pricea of prlfaMry produota nhteh they oi^ort fail* this 
raauita In a noraaning of their tarma of trade* 
The aeeond reaaon for the ahift in terioi of trade against 
the poor ooiaitriea aooording to aeeular theaiia ia the 
eontraating eyelieal behavioitar of prieea of nanufaeturea 
and primry produeta* the arauniMit ia that prioary 
product prioea r i a e aharply dtaring pro^paroita iMit f a U Juat 
aa aharply dtrino the eyeXiaml demmiag* ioaing a U the 
inoreaae 9 i tbt upaiflng* lOm prioea of nantifaetivea* by 
oontraat* do not r iae aa uiuoh diring pempmrmt pcrioda 
and they do net f a i i aa far divlno the datmmfing aa they 
r i a e In vreapsrity* the prieea of mniifaetivea ere leea 
fiatxDhie la tha denpiiard direstion bemiaae of nonopoliatis 
faatcr and prodiiBt narketa* Aa a Gmwtmmmm of this 
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crantTMtlfiO eyelitmX h^timvimm oi ptS/am* timm ia • 
wlKtanliig « i t t e hmtemm ttM prie«« i»£ prinury «ssa 
i!«iiiif«st^«d prodima wm mmamml'vm eye lM. 
A thijrd rmmm that ttMMr« ha« bean • re la t ive 
liier«M« in dmnuid for iwiiifaettivaa and a ralat iva dae* 
raaaa In danoidl £cr priRiBry produeta* Itia aMplanation iM 
partly boeauaa of Bagel *a unr wlili^ atataa ttiat aa ineoni 
riaaa a KinaUar shsra ia iqpwit food* ttia Sxmam a laa t i * 
e i t y dafnand i a thua ptmmtibXf lower fcr agrioultural 
produeta than for tnenufactwaa. fim other port of eKplwia-
tlon ia that taolmieal progreaa in isanufaeturing has redueodi 
the msomt of rav mtariaXa used In prodyeing any given 
amount of finialwd produeta. itniBt tiw demand affaeta of 
ixmmm gttmh teem antJMtrada biaaad In the Induattial eoint* 
r i a a aai ppa-trada btaaafl In tha poor ooiaitriaa« eaiMiIng 
a ahift la tarM of trada agalnat tha poer eomtriaa* 
i M n i s a a otiaaga and Bigla*a i m wocH togatinr in cHnialag 
a datariarati«B of tha taraa of trada fer M poor oountriaa* 
KladielMroer oama to aae» ooneliaaiffiB biit gawa a 
different ai^lanatien of tiia datarioratien trend in tha 
tarni of t r a d e * ' ' 
a i trade fer wrlwary nredasta*. 
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m MMigiit to dttkmiSiui nlMitliMr %IMI umaA Sm AtttrikmUkO.* 
tmitd.t e«ndlitlan of dmoidl «r of st^pily, in • citoii* 
tion wlitr« RMnaffaetiirM anil primry pro^Kxrt* the Mm 
produotivity growth* Lnr and tho t a n d m y im 
mav£metmm» to vmm lesMT raw inatariaX par tni t o£ pro-
auot woulil eauMi Smmnd for nwiiifaetiraa to r i M r«2«tiv« 
to dmmoA for primry prodtusts and thus eauaa a inarmiiiiig 
of the tenoi of trade for priowry irodueta. aider theae 
deioand eondfeloisa* the developed oountriea have a further 
advantage on the aupply aide in that the elaat iei ty <»f 
ai«>atitutioii of factor reaouroea la high. By aontra8t« 
in the opinion of Kindi^aargar, the devel^ing oouatriea 
are leaa t o ahift reeoureaa out of primary eomoditiea 
nhieh are prone to desilning deamnd* toaerda the produo«> 
tion of nmuteturea for which demuid ia r iai i ig*^ ttie 
•laatlAity of aiiMtitiitian ia low in daiv^oi»ing eo«ntriea 
baaame of ahaawae of tranafomatiott cmpeeity*^ itoneaioa 
reovtibrea the abili ty t o tranaiann an agrarian 
aaaieiy into an Induatrinl one through tlia tranafer of 
reaotmea iraai primry to Induatriai proiuotian* m the 
demiapteg eemtriaai thia eapaoity to tranafer reaoivom 
f wmmm mn 
as , Uaiwr, t t a f f i n * ttedte and 'TTfilffffiniB^^' stoeldieiiu 
31 
i s Imt wmomim tiwM ewmiatim htHplmm to ptotmt 
th9nMi.v«« irom the iaif«vour«bl« •if«ot« of doeltoiao 
rolAtiire prlooo for their «9qp«rta« 
C R M M OY IHE S A C I I W 4 ORRAWICRATIOII HYKMIESSG 
soBw «o€ifiomi«t«# ptartioiOorly o£ thm <l«v«l«i>«<i 
eouRtrloe« Xilee Biil>flrl«r?^ moA mtiomtmm^ lievo 
oritiei««(S both the a t l s t i ca l end anaJLyticel, ergunants 
eOvanoed In atipf^t of the moxCLve • deterioretlcn theory* 
l?hey heve pointed o^t that be«JU3ee the defeete of <3ttt«* the 
•neiytioia Iseeie fer the hypothesis eioo has many flei<M* 
m tmvm seeo thet one of the argisaMits advenoed in a'apipert 
of the hypothesis i s thet the devalopliHi oountries h«ve 
strenQ eosvstitisn eiaaiig both feeter swli4Mrs md petmty 
predtosers, so thst ssy iNvrovsnMnt in prodmtifla ostisss 
prliQss Ml bm does iiot ohangs nensy mgm sr profits* 
By oaBtrss%« hOmmf snd esi»i«siists hsvs amsiioly psssr 
in tUs dsf<ilspsd o M t r i o s so that tlisy mm M m to oapttaro 
the b«Mf i t s of tsslinlasl shanae through higher sonsy USQSS 
snd profits with no dssiins ia prioss* But higher nonsy 
immm witH ststols prioos dsss not aseossariiy assa that 
NaiMVlsr* osttirisd« "fMrwi of isrsds sod aasnewis osv»» 
i spsse t * , te Hiiliargs omss a»(sd. ) mmmiM. M fftflj 
A a s w s a s p w t i w Timiumm wiisv^ 3» l l j# K 
17* Msliit* o s n M * lUUm a n t w s t i s m l liaaemKa of aafvolsp-» 
Miit# 9m mrntrnmbm * mm, m» 
IB* RSMTtM* o»ii*, Yiw w a s Si lutsfastisMl sss is l 
mimmm M i o t l R s * m i * 
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ttm t«riM «>f tr«d« for tlw <l«v«lof»«<l aoisitrlM will 
iofmmm* i t Is iss^poetrnt to not* ttmt nonopoly at tlw 
tmtm- l«v«l Q«iiiiot ttffaot tiMi tmtm o€ tr«a« unl«M ttMr« 
iM mlm iiiaiKificily At ttm prcsdwrt l«v«l in the liorld rrarket* 
mtlGtml pollei«« oennot affect the tmm of 
traaa If tha forai^B auisfiiy ana 4eimaA in Internaticeial 
trada ara higtay aXaatio* Evan If doneatlo nanopoliaa 
r ig la tha prlea laval in indiastrial oavntriaa^ thay wiU 
not affiaet ralatlva world prloaa of prlnary and rauiufao* 
tiK'ad produeta t«aaaa aaqportara haipa ii»noi>oly poMar in the 
world trarlcat* zn tha viaw of thaaa aoonomiata^ tharafore. 
tha !iiono|>oly « powar aKplanatlon do<w not provlda ramh 
ai«^ert for tha aamil«r » datarioratioR hypo^iaaia* 
tfia othar major analytical baaia for tha hypothaala 
la that tha dammd for prlinyry prodiista hava daolinad 
ralat lva to tha daoand for manufaoturad baoauaa of sagal'a 
Law and baeauaa of tha tandanoy for taohnloal yrograaa ta 
radiflw tiia anowit of caiw mtar la la oonaimad par unit of 
mmmimatm^ prodoeta* A r laa ef Ineona* tharafora* 
aataaaa a ralat lva dasliaa in tha dafwid for food and raiw 
n ^ a r i a l a and a ralatlva laoraaaa othtr gooda and 
Inalnding nanufaatarara* daaand a€£ao%a 
alana do not datamlna tha tama of trada aypp&y alao 
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plftys « shifts In th» st^jply oturvM in tiM 
indmwiMl eotaitrlmi could o i fMt tti* miimt of tiM 
diff«r«i t • iMtlo i t iM of OmmBam, m that pt iam aood 
not ttVB aoainst primry produeta* Tfi9oriti0ttily# tho 
t«rin« of tt«am oould « t i l l mavm oitMr nmy, d««pite 
Engol*« Lour and d o ^ l t o xmAmmaL rmt trntmiml roqpirffaflnts 
p«r isiit of uMittfooturoa* 
th© coiclUiilon, Ifi th« vim of the abova 
diaQUfisio), timt th« fltsQtuations in the tarn-ss of 
traute ajco ©KplmtoojS th<s particular eSaciwisstafieoe 
for -a pfertieialttr ^oisitry# products aisd tlm than by 
gmaral.iaftiioii@ ^di^ asieecS •ith«r by s^Fort^rii md oppcnentA 
of ffosular » dotoriotation h^ipoth«iaiJi« xii the jxremmt 
ytotks th«r«£cr«# Kr« w i n focus our «tt€»ticifi mi the 
chongos in toros of trado of partimil«r produsts at a 
partieular t i m period for a partioiAar eointry. i^raoiMly 
•paalOog* wa win axtni&o tha wmmmmtm in tha bartar 
and iaoontt t m m of trada of Xadia far tba period of tliraa 
doENMiaa* S»4»*49 to %vmmt9 aalaatlng tha daoada of 
aavantlaa far an In^laplli analyala. Wa win taka Into 
oooaidaratiaB tlia ra ta of ladoatriallaatloii and tlia olianga 
in pradmtian and trada pattani diorlnv tli* Inot tMrty 
yaira* tUla w i u iialF ^ ^ faonaalai ow attaotlMi on «ba 
fastara cwnpanalMa far tha aHangaa in nidia'a t a r m a t 
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lin mt&m to n l ^ the wogk mat% isMalfigfiil* hmidm tiitt 
•tuiSy of not b a r t ^ tmm vm wi l l also eammliMi th« tr«i(S9 
In ttie inooioB tmtm of tr«ae, The roMon i s that so far 
tlMi eat lro diaeuaaioii about tha tariaa of traiSa isatimaii 
^Nnralopadl and dava^loplag oomtriaa l» baaad only oti tlw 
mmmmiM Tartar t«rcua« m nmt kn&t t^iat mvm tiioiagti 
a ooivitJty anffara a datarioratioft in i t a nat bartar t m m 
of trada# i t eoudd a t i l l raa l iaa a welfara gain* 
tarnn of trada ttiaory t a l l a tat^  tha inooeia taroia of 
tra<le i ^ o v a «nr@fi though tiia mat bartar t«rii» daeline* 
Chmtqm in ttm nat imettm tmema of trade* tt«rafor®, a© 
not n ^ e a a ^ i l j iadiedt® ttia o l tac t ^ a ootaitry'a ^ £ a r o « 
Tli«rai»fQre# an ^al^r^ia baaad m both tha nat bartar ana 
inoorat terms of tracSa wil l bo in a battar poaitiaa to 
indlieate tha tri^ida variiiblaa and tha ra^pirad 
far aeealaratlng mp&tt qxm^ 
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M * tUAamm OF CHWOKS m tmm or TOAPI 
L0t ufl oooimine varloiia eonccipta of t«mM of tradki 
before •Rt>arlcliig on an malysis of their movcMnent* sefv«tal 
diffiwrent tasasurea of the changes in t e rm of trade* each 
rcqpreeenting a diffi^ecit cuocept# imy dltftliiyuisned t 
the groee barter, n ^ b«urt-^ -jt cmnicdlt^, i m a m , 
aingle^imstmml, i^ml aost and u t i i i t y 
ternw of ti-ode. Huts© 04Sic ^jts cmh toe- clas^lfX«d 
into three groups t (1) lfK>d€> ttmt iire acr»;!fcrr»ea with the 
r a t i o of mschmiq^ bsttw e^n om.e>43ditim, t t e grosa l>&rt«af, 
net barter» an-^ S tess'iio o£ trackti (2) thofie that 
re la te to the Intatt^hatfige bfitween 
the aingle - £««tarai ajj-i doi4bie - lac tor ai t«rn« u£ trutl©; 
and (3 ) those that interjirei the qmhrn irom trade in teru's 
of u t i l i t y analyaia the real <3oat mad u t i l i ty %mm 
of trade* 
BAWtw rmm or mA^g 
xa eoneideriiia the barter te rm of trade, 'fiauasing^ 
introduo^eS the diatincticm between ^^t** and "groee" barter 
29* CF« •naiisaiQ* P.W*^ mtematioBel TAR^ de* New LOCRLC* l^tf* 
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tmem of t rate* Urn r a t i o of «Hpart prloas t o liifwrt 
prieo* la any tvo periods im oaliod tho not bart«r of 
tho eonnodity t m m of trodo. An indNne of tho not 
b«rt«r torma of tradio (» ) can bo ri^aaantodl 8yiii>oli«af» 
U y as t 
M . »*t / "Vii » . 
vimtm, ia the i^iee of exports in otirrent 
yeart IK^ atands for the prloe of exi>carta in baae yeari 
PH| rasjraaanta mmxmt year prioa of liqpartaf and 
ia tha baaa yaar prioa of lii|>orta« in aiapd^a tanas 
II ean ba sBqpraaaad aa n • / nmera vk and 
ara prIoa iadleaa of a : iq^ta and iiqporta* ttw Indaic of 
nak hmnm trntm of trada laaaaisraa tha trand of tha 
"fhyalsaJl* amatsit off fsvaipi gooda raeaivad in smhuiQa 
for cm •pivaiMa* «Rit of tha ascpart gooda* A r i a a 
in K ovar t i n s masns that a givan waHmm of sMperta wiU 
aMOhanga for a iargar voltsos of inporta than f o r a v l y * 
But tha ladaK doaa not Indloat^.. t^ ,hat has hafivsnad to 
tha ph|«i0ai vaiina of oofmnditiaa tradad, oniy i f tha 
iroiiiBM of SKporta and inparta «ara aqitial. in tha baaa 
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and In tJtm year 
yM^ undir •tidy would «t liqjprovMwit in th« N isbmi that 
« ootntry a e t m l l y obtained pore iicporta with a ^ivwi voluna 
of «9cporta* MtMurlng tha ohaagea In tarna of tradMi with 
with tha help o£ n ahoitld ba dona with eaution. J . s * mii^^ 
haa dafyonatratad that i t my £aU t o j^ovida a aatlafac-
tcry guide even of the diraetion of gain froci trade if« 
whan net barter tariw are changing* ohangea In the 
aatng direetioii are oeeuring in the ooeta of prediistifiii 
of the ascport eoeimiditiea* Tteuaaig haa pointed out ano-* 
thar limitation • the net barter terite » are r«a.evant 
only f^hm nothing entaro into trade between countriee 
ewec^t mq>c€t9 and iirporta of ccxifv^itiea. 
moBB nmrm rmm or TRAOE 
The ooneept of *groaa hartme tarma of trade* (o) 
waa introdmed by i M a i g ' ^ in order to eerreert the 
'net baartar tavtMi of trade* for miXm^mwl paymiiita in 
wlilsh the baianoe of payMiita ahowa an eNoeae In imaey 
vaiuae of either eRporta or inperte* o naaavrea the 
r a t e ef aMehange between the whole of a oountry*a physi* 
eai iniwrte as eofspared with the whole of i t a ai||xirta« and 
S0« lfftU# 
31* 'mmmiat « Nair t9|7« 
i » r i i s * i u . 
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i s OMQpreMea mat 
« • f i or 
OMq OK^  QK 
whare« Qit^ ^ i s the quantity of ii(f>crt» In the enrroiit 
yMTi stands far th« qumtlty of infxarts In th@ base 
ycMTi GKj tnMiM quantity of exports in the e u r r ^ t year 
and OKq i s the quantity of eoq^orts in the base y«)ar* 
Ol»vious2.y« Q^ «»ci QK stands for qtaantity index of iiqports 
and reports and sseports respeotively* itie eiaaniag of 
ohanQes in this Rjeasure are a^igous iMiever the value 
of exports and the value of iffiporte are not ecpiai* For 
instwiee# a r i s e In the index eugqeste an inproved posi« 
tion beoatiee a given qiwntity of e^qports eHshanqee 
a lerqer <|iaBnti^ of isiwrte* But the ehenge isey be due 
entirely to a transfer receipt or a e ^ i t a l lafiair« the 
iawourablieea or unfeevewMeness depends vpcn the type 
net been i w y u s s M I s snslyUaial wevft Iseseuss anslysts 
liSm Mslsr '* end iMber isr ' ' ieeai t M i s i s nave sSgai^ 
floant t o s e n s i d v the stqniffiflime of vmtimm muxmurml 
32« 1 
^NVM"^ liiiiiis i i ^ 
iMTye* 
SBBttaaeui* ^ MVC* 
HNKlf* III tlMiMwg
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traiiM0ti€«M <llr«Qtl.y r«th«r tinm iiidir«etiy throush 
groM b«rt«r t«nai of trad** 
IWCOME TERM8 Of TOAIME 
oiv eo»mln«tlon of th« *ii«t b«rt«r* «fid *groM 
bartor* t«n>tt of t r a t e cloarly mh»m ttmt theM octie«pts 
oonfiiM thoiasolvea to m eaMiia«r«tion of th* rctl«tiv« 
priOM of a Got»try*0 «Kport« eottpsrad to I ta lii|Mrt« or 
to an evaluation of tha ''raaJl'* raaoinreea whleh have to 
be giiran up in the fltiapa of cEKporta in otiSmr to poasesa tlie 
**r@a3.** rasouroaa by way of incjorts* xt smst ba pointed 
out that i£ the elmmUs&l "tmem of trade** inc^aa are 
to ba uaea« aa an indication of the raXativa "gaina froet 
trada* thay ciay ralavant whan tlia prioaa (ar quMititiaa) 
wmmm«a mtm •mqaiXI&arlmfl rathor then "cidUitiiig* mtpi^ 
tudaa* mmn turn two ara tha aaRi»« tha eiaaaioal wmmmm 
mem m f u U i wNai tlwy ^ymegm, tlia aaa off •aKlsUag* 
mgnitvAta a t prlaaa and ^/em^m vmtiMm iaataid of 
"aquai]Mrit»F» mm» my giva miaiaading na% and groaa 
btr tar tmm of trada tndieaa* 
Oerranoa pointed out that a laara uaafiil ai>praoii 
would ba t o mmmmrm tha atimgm in qtimtlty off imptmtm 
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<i>t*lii«dl from tim for^&gn mnOmmism mxnitigm of eowtry** 
«KP(9rta?^ Ill •ituAtioii* ^OMf dlMqitHifariura m U f * 
"miali* « mmamm tfould inOicmtm ohaogM in fcMr«lgii 
r««oiflr««i tibtftlaaibltt a* m of ohwigas whl0h had 
aefttiaUy momed iji m eomtty'B far«igfii Sxnoaam, «nd 
oonMquMitiy* would alicM how f«r i t mm ptocptmmim 
ti3M»r«S« equailiriiiia in i t s feraifin aeeount?' 
ftw *'inooia» tmm of tr6t<3«**# t}Mnre€ore# vmmm an 
Axpert qtieiitiira indtaK besides ths sKpcrt and l{i|>ort priea 
indioes* In othor viord«# i t cons lata of the ind^x of thie 
valtas e£ <aep«rts (a <i«aaiitity times index a prieo indtx) 
divided by the iiidsK o£ liit>Qrt prioos. we can sKpress i t 
as I 
Z m (p^ / C^ cr I • ** • % 
whsre« 2 stsads for iaetosis tanas of tradei i s the 
prioo indsac of siciMNrtsf stands for the ptiem iadsoc of 
iKpmtm sod Qj^  i s tlM qiasBtity iadsae of eiqperts* A r i s o 
im Z indlootes that tlio oomtry oaa oiitoiii a U r g s r voioas 
of imports Crosi tiis osmliigfs of i t s a s q ^ t s i ifes ^eapo* 
o i t y t o iqpflrt" • basod on aHports •• lias inerooood* 
The m p m t • bssod oapseity to iaiport should bo distingwlshod 
* «»flio laooM fmmm of iho Rmfimr 
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by tSm wtSMm of ii«t empltM] intlm iMit r«o«ii»t« 
irom lavlsiJalM in ttm mMncmt meomt htmiOm tlw 
l»i«0 of mepaet oamtfigc* mt ihoiild * Qfumgo la ttio 
laeofBB taem of trade be interproted a« • nwunaro of the 
gain from trade er an indicator of eoonomle weifarei i t 
should be uaed sifqpaiy aa a laoaaure of the quantity of iBiporta 
bought by eKporta* 
Zt nuet be noted that« acoording to tlie direotloiui 
and magnitude of the ehmgee in P^ and the ohange in 
incroRie tense of trac^ and barter tercia of trade inay laove 
in oppoeitv direction* lit fear «BeaB|a.e# with unehanged 
infMrt prioee^ «aqperta pxixsm have falien # but ea^xart 
quantities have inereaaed by a greater pevoentage than 
the deoiine in eKpert prifiee* the iaoomft tanas of trade 
will have iiqpreved daapite a mtmmimi ^ barter 
tenoB of trade* A deveieplng country which wants t o use 
tvede as *an eaQiiie pi growth*, nay be te^irested in 
flMHRlalii9 the ehanoes la tlis volum of eiq;wrts in erdar 
t o o e m s t the meveswHts in tiie t^meai ty terns of trade* 
Itm use of *ineons tsvns of trade* perfenns this umk* 
rmp pr mm 
the three eenQ«|>ts diseiiMied so far r e l a t e to tlw 
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trmOm betsNwn eonmoditimi. t m ottior eeoom^tB the 
alii^ltt mA £«etGral t«itm of trad* KtdAte 
to the Qscehange of produetiw faetor* «ii»odl«d in the 
txm&6A goods* ChangcM In produetivlty o^ould be inecir-
porated la any analysia of the net tmctmt terms for 
esmhangea in produotivity Jm export andl my be 
flBqpreasedl as i 
S N . S^ 
Where* Z^  BtaendB fcr esqport productivity ln<3ex» S standa 
for s ingle faetoraJl tercria md N for net barter tm:uM of 
trade* 
A r iae ia 8 i s a favourable mavmamt in the sense 
that a greater quantity of invorta oan be obtained per 
unit ^ faoter » li^ut used in ttw produetion of mepat-^  
tal3lea« f«r easaeple aaauminq that ippert prise iadcK 
runatm whanged at too, and the eaqpert priee index 
failJi toy 9 pereent while the ewimrt produstivlty index for 
eaqporta r i s e s 10 paroant* this single faster tema of 
trade will r i s e to 10i«S« tbia shows that t h v e oan be 
an iaprovemont in B despite a deterioration in N from 
100 t o 95, 
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Qomui FfcimkL TERHS or nrns^ 
tt ttw net bATttfr tonal of ttmim i s emrmtmA far 
ehmge* in prodtntivity in produelag iaiMarts a« ' M l as 
eaqports* tlM rMnilt doift)!,* — £«otor«l tflnw of 
tr«d« (o) «9cpro8««a M m H * ^ / « winre 
tlw iniKMrt produBtivitr i J ) ^ * 
A r l M in tho aoiA>le faetorol. tflTRo of trade 
•hoirs that one unit of horsie featora ecisodied in exporte 
hcif exohengee for more units o£ ttie foreign feetors 
«it>oaied in iiii»orta« ooi&»]ie ^eetorel tertne of trade «fUl 
diverge from single faotcaraX t4Viiis wb«n there i s a ohange 
la the faeterai eost of producing iaparts* itttpiying a 
ehange in produBtivity in the eointry from whioh ooiano** 
dlt lee are iqparted. But this does not eonnisiid any 
lielfare slgnifieaiiee for the inpertliio oouitryt beoause 
i t i s net latevestei in f iadioQ out whethnr these isperts 
aeRtaln nare «r less ioreigii inputs than before* Zt i s 
rea l ly iatsrested in getting more goods pme unit of i t s 
•eKported faator iagu^*, whleli nsans that an iapewm 
mmt im the Hqpertiag eemtry* 
e s r l i s r eooMaists isnially aoeeptedl the detfctle 
fsetaral tanm of trade as identieal in i t s trend irith 
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tli» iMit %mem of tr«d«* wfitoh wouid hm eant&at vndm 
thsir «MraBi>tioiui t f i rs t ly* ttiKt aaaakmt emtxmm to 
malm pnmtn In pndmtimt mmonOly^ that thmm are 
no historleal ehmgm In eostai wid thirdly, that 
transport eoots are s«ro. But with varialde eoeta, 
whethor with reep&st to output cr to time* the trtsids 
of net barter an^ doidjle^festoral terBia of traue could 
be etlbetantially divergent* Although thia divargenoe 
ia anelytieally a l ^ i f i e i m t * i t ia d i f f i c u l t to meaaure 
i t * the reaaon ia that faotoral tercns of trade cannot 
be uaed beeauae of the iRftoasibility o€ c&ledilating a 
laaaRixigfuil productivity indeae in the abe«nee of rel«ivant 
data# pertieularly^ in the developing c o m t r i e a . 
m m attenpt to inelude ooneidaratioo of real gain 
from trade in our diaeuteion* m my define in u t i l i t y 
tarma e i total m o m t of gain iron loiperta ovar tha total 
mmltHm ^ u t i l i t y involved in iHa Mrandar of eiq?orta« 
TO emmiOm the eamnt of <U«tttili%y Involved in the 
pvediwtian of esq^ta^ lia any M r e e t tiw aingle^feotaral 
t e rm mt trade Indaoe toy oKiltlplying i t toy tlm resiprocml 
of an l a t e of the aaount of dinuti l i ty pm unit of pttaw^ 
t ive reaoiVQea uaed in prodiKied eBq^orta* The reeultent 
indan mvOd toe « *reel eoet t a r m of trade index* 
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Which oould b« r ^ e M R t e d •yiAx3)liQ«2.iy mm i 
8 
r<iprea«it8 the vmiptocml of m Ind^x of thm 
awomt of diauti i i ty p«r unit ol t«Qhfii«al ooeffisianto of 
eseporta and R rm^^^Bmata m indme oi the phyeia&l ORCHunt of 
£otelm ntxdB dbtain&d per xmit of reel eost , 
'itm afcTount ©f c}«ln froia depands* howower* 
iMSKt only un the aioauiit of iSB(g>0t:tM ol>tair*ea iwr unit of 
rottl coot involvcKl in th« product ion of the mspoKt eomom' 
<Uti«o« but &Xmo on the relat ive <Se«ir«bility of the 
ixspott eoftK)oditiee as ciocivered to the eo««nxlitlMi tfhoee 
prodltieti«a for <lcNWNitl« ooii«uBi>ti«n haa bee» aaorifltfe^ 
ae a reeuit oi ptaSmtlm for esorarta* Die reaultant 
ladaK ia the ' u t U i t y tenne of trade* W * Xt equala 
the K Creai ooat tanaa of trade index) tmAti^iimd by an 
ladeK of the relat ive i i t i i i ty of a isperta and fertyone 
oosraeilitiea* i t am be r i ^ e a « i t e d aysibolioaXly aa i 
u « 
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iili«r«« «f# A f«r utility^ *i* to d««iQiiiat« tim 
eoiixnoaiti«« vtKMM produBticm f«r <loiaMtl« eonciiBi^fcicn is 
forgoMi as a resiat of r«0ort to produetion for oDcport 
*c* for li!|?ort«d goods* 
dif£ie*iity with the IWG of oo«t and 
u t i l i t y (»f t«Mnm of trade of eourao, that of ealoula-
ting tlie dimitiXlty Involved in expert proauotion* «3r 
the relative average u t i l i t y of various cofmoditieii* 
the signifioaniee o£ ehmgef* in the tartm of trade 
mt3at# thearef€9re« im conaiderGd oniy imiirectiy and not 
directly through aii;^  cneaaurcNsieiit of ooet or u t i l i t y 
terms c^ trncle, 
h psnisai of the al»ove paraigriphs indteate that the 
ohaimes in ^ o s s barter* doiaMle imtermX and u t i l i t y tercw 
^ trade are net very eigaifioeiit* X% means that net. 
barter* single faoteral and Ineoms terias of tarad» remain 
as the wwt relevant eoneepts oi thm tmem of trsde f«r 
dsvetepiiig ooi»tri«s« Changes in net barter* single « 
fsnteml and Inootne t«m» of trade may raove in divergent 
dlrsstisMi due t o basloslly different s i tuat ims* Aoeor^ 
dlnsly* they hsvs different emtammaema etse the ootsitry's 
devslepMnt* The net barter terms of trade reoeive mish 
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•tteRtldi 00 they sate eocaputwl mmrmtly £or nioot 
eotsitri@0 mA are £ar Icnger porioda for a 
fi«i# eouBtrls0« m o r t e to find out the iapoet of a 
ehanrj© in !i@t bartor tcsTKie of trotSe for e dev-:.>JLo|»if^ 3 
ecHiRtry^  m amt m&lym the <!ietfirisiii£iQto of this onuigo 
and ai£9& a t t m ^ ^ t movemittf in the i m o m and eingio* 
faetorai tcrma of traiSe. in thla th«»ei0« ^ ^iXl oaleuK 
lat® €ai<J atiid^ the ehangoa in m t hmt&e and th@ attaii* 
aant ehan(3@e in inootaa tsrft« of t r a c ^ changoe in aingio 
faetcral t m m of t ra te ^ U i not be attiai^sd hGsames of 
the d i f f i c u l t y in ceieuiatlnci the productivity in^ic^ of 
essporta* 
A« have amn, in tha ahcrt tiam* ehangoo in 
the terns of trade m f reavAt fraai mmroiis eaueee 
o h a i i ^ in ooRMWial, poUaft 4tgpr«eiiMbi«n and tranafere* 
m tlw iaiio otiaRgiNi in the tenw of ^ade ircxn . 
roauAte freai e t r a t i m i aliift* la 4lmmnA and aupply aaoo-^  
Giated qitii mimmim a m l e p a a i t and groiitli. Mffarent 
typea of davelopn«it « i i i ho rmpetmmm far difte^iit 
typaa of shifts ia tha offer otirvea and different ahifta 
in the offer euwss wiU lasd to dif firent Bovefamta in 
tiis tevrai of trais* 
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thm i»tlioaol.Qgy of ttild study i s p r i m r U y 
mpkeiotO. In n««uro» oespittt iifiny di££lcniltto« liiiierent 
in the c o l l e c t ci£ t^rnis o£ trade «na i t s t^^stareeneRt* a 
study of ti%s ohwi^os in tsntis of tarade can 
prove useful in highlioiitiii? the eauses of distarbanoee 
in the trade soeter a pwrtimiiar ec^untry atsring a 
portlmilttt p«rlodl, tt am a lso h«l,p in traoiod the @£i&st 
of these changes In the lnt«vnai eeonofsgf. 
m ei3i»irl0al investli^ation of tho trends in terra 
of tra(ie# m am resort to ttare© foriias of sficilysis nhidi 
i f a ^ i e d to the aata# could heip us in saqpaaining the 
course of a partJotdar terens of trade tisae ser ies !^ rlrotI9V/3 
ths eociperativo s t a t i s t J e a i analysis of l«iig«run Gjovesmits 
in the in<3ividuel prises inost relevant to the t s n » of 
txaam of a portisular ooisitry* seooo^« ths anaiysis of 
re la t ive ptia^ level movemmts ^rensreted by ths ohaiigi»g 
oharester of iavestomt withSa the woria eeooomy. third, 
ths analysis of eselieai and shar%-run raadtofn fiovecaonts 
of prices of e9Q;aorts and itapattm of iixiiortant individual 
prodi»«« eonsistiag of prise iadiees of eiipevt and iiq?«rts« 
M* iiMtfliir* il.if,, "nreoess oi ascaieeilo orisfth** («Hf«ffd,l9S3) 
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l a th« f i r s t £oro of anaXysis* a study of tiM 
pjrie« movemvAts aj?£>r(3|>jriot« to ttw ccMici&pticm of tiMi 
PC009S6 Of growtii eiui btt laad^* <aacoo4 forn of 
esoalysifi histiXiyht the ooac«ptiaii of tr«md noveoMnata 
in r@ltitiv« capacity in difforent sectass of the oeonoaqf. 
in thtt third form* an examinaticm can be OKidtt of sHaoxt" 
om caovfiGAants in iti^ividu&X and prions in the 
conte^ct of the aooootaic fliictuu^tions* in the present work« 
vm v i l i adopt th^ tliird type o£ apprwach* we have 
divided oiu: period of study into j^egmaeits of short-p^JC'iods, 
Mfe have uu»@d s t a t i a t i o a l oietlKKM in ordwc to find 
out the relationship and reievuncM of varioits variables 
that operate in the external sector* t m naifi s t a t i s t i c a l 
techni<|tse that we have med in this study i s the application 
of indeK number formila because a l l ths neasiires of terns 
of trade are the ra t ios of indietts* HM iBtfm nmtmxm of 
unit value end qpiantwii of aggregatft* seotioiiel and i ad iv i * 
dual eaiports end i s ^ r t s have be«0 ealmilated toy th i s 
tMbttiqiMi* Uadtations ioposed by ^ •nistioQ trade 
s t a t i s t i c s in general* and those otmrnmiL by tUm «al«ia«-
t ions of index nurabecs in part icular were also face4 i a 
carryiag out the present rsseereh* 
fliere ore tiuraa «aio tbnMlos to eoB|p«te volame 
and unit value iodoii nunbera* ( i ) Faosetaa f o m a a t 
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U i ) UmpfMmm focmaaf ma ( U i ) fislMirl^ t o m l a . 
Indian tjr«a« s ta t ivt ios wm th* f i r s t two ConaulM. 
Lappeyros focauXa ihmMmd on latum year weights) i 
and 9«aftche formula (based on the current years* 
wights} I 
*** • P po on 
WB —— Price of the eurreiit year 
9o <——' PeLem of the base year 
QD —— w^uahtifty the base year 
Oj fmeatity of ^ ctsrrent year 
Our pgrntrntrnm for 9aasohe formtila i s the reeoynitioft 
<»f tile feet that the eo^positioii of India 's trade undergohe 
eonsidorable ohange fcvw yser to year* fherefore* only 
cttrrent year's weight iadea can eoMpreheod the neoessary 
ehangos that had taleen silaee in the ifi%>ortaiiee of the trade 
oonnoditiee* 
NO have used the Directorate oeneraX of Cemaereial 
Zateiligeaoe and s t a U s t i e s (fiOOt and •) serlea, UMiig 
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thtt Fa«««lM inOmm t«eliaiq^« tlMiy ••tioHit* ttm uait rttlvm 
Indtx «iqport« or inporta in followliiQ 
Thtt foJJlowia^ synbols ajra yssdi 
i itexw t 1 * 1«2# 
j iittCtiOAft t i • 
fl^lj Quaotlty of i t«a 1 io Mctioa J tradod In tlie 
currtttit ymt* 
P^ij Utoit iralu« of Itmm i in auction j in tli« tomo 
year (olMbainsd oy divisicm of total valua of 
Itam 1 fay tha quantity of itam 1« In tha basa 
yaar) • 
P^li Unit v a l ^ of itaei i in aaction j in tha curjcent 
yaar iMimil&xly obtainatf* but for tha currant year). 
Pj Unit valua ind«x for aaotion j 
f» Ganaral imit valtia indaic* 
Tha aactional unit valua in«J«]c ia ealcuXatad by tha 
follotfing fornulai 
^ ^ % ^^  
• 2 100 
f . , % 
and* tlM gaaaral unit valua indax by tha f^ xtSMlat 
37. 
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i j ttj i 
» m X too 
' o ^ % A 
1!h« ddvantage of u«inQ ttmmm a«riM that unit 
valti0 oiid vol,t;»Q« of i a ^ r t s and exports with «»l»qaiit« 
dotailed cocoBCKllt^ ftdLs* are m&iltiilm^ 
deta i l s r<igarding oothodology sucsh as fonsula* ymuc ami 
cov«iray« are imown« thm eov«rag« l a export m& import 
trade has been e^uite wide* actually covering 9S per cent 
of exports and '70 per cent of i i ^ r t s * Chan9ea in 
year have been aade tonslM allowemMi tu chatiging conditions* 
i'he i^tatist ical eelculatimsi for variovus sieasiares of 
terms of trade were siede by ua independently* we use the 
fallowing syaOaolet 
Priee of exports in tlie l»aae year 
^ ^ Pri«e Of exports in the current year 
.,:iii..i. Mem of i f^orts in the I»ase year 
'M I — i x ^ r t e in the w a x m t year 
titwiitum of exports in the baa* year 
sMmtim of exports in the cunrettt year 
- I Uuaotua of iiq;»orte ia the base year 
tiuantoi of imports in the current year 
for the net ilarter t9xm of 3!rad« UD we use« the 
fomiXei 
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NO MO 
for the Qxpmm B^ftms of ^mSm (OK the following 
toxmikm wm us«(ftt 
Th« Inconm terms of Xred« (1) caXculat«d by tha formulas 
t ^ ^ , 
r no 
Z • 
or I 
VX* jSC3D« 
Sh» jpresent iioric baa IMMA dividod into sop^ato 
•hort*««n £>«rio48, ranginy from nim to «l«v»n yvars* 
tpmmtiou of dtttoetiofi the tr«»d fraia a very short 
&«rvi«« of 4 to * yoartt is not f««»iM«« bat a trend oeri 
•nerg* frooi 9*rlMi of 9 to l i yiwre auretion* itoo jus t i * 
fioetion for the denareetion of 0ta]>-|Mirio<Se i» ttie tit^ a^ gm 
in the l>ae« year used for oeleui^tiiiQ off i c ia l indieee 
of unit vaJLue and volume of exfyorts and iiaporta* The baae 
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fmf 1948^9 vmmd Ull 19S7« ^ttmw uhleh i t m 
changed to 19ft and tftalMwqiMaUy s»iif«mi to 
Actcocdiagly* our f i r s t sub-#erioti i948«>49 to l997«9e« 
seeofid runs fron 19St«99 to X9«7«4« mA thtt duration o£ 
tim Imot to 1978*79 • thm risk is that the 
trttnd riiflect;«di In thtt 9 to 11 yeax ser ies may not be the 
trtid Xong«^riod tr«nd« have* th«ir«£o«:«« 
3tttt0pt to tr«c« the lon9<-t#£» tr«<i^ also in th« linked 
©•ffieo from 1948 to I97a«79. 
Otir study & oi 30 y««urs to 
197e<»79)« i'httX'® axr« three i'ar anlectJlng th is 
periods! f i r s t * the period l a lona ttnoo^h tx> help us in 
reeeihing broad e&aclu&Lcxeiaf second* enough date i s »vei» 
lak^e for t h i t periodi and thlrdt the period Is recent 
enoMQli to eeqttttint with ^rohehle trends in the future* 
no e f for t hes« however* been attMspted in th is disserte* 
t ioo to sielM proieetions ebout the future of biirter «ad 
inoooM teriBs of trede of India* although sooie lasK>ad ooneiu* 
sioos have been vwttured on the basis oi past trends* 
file disMrtatioa i s divided into six Chapters* 
fhe f i r s t ohi^ter introduces the prob3.e«s and i t s setting 
and enaadnes the theoretical issues related to terms of 
trade* In the next three chapters i«e have studied the 
factor* responsible for the oovenent of India's terms 
of trede during the three pertode* vis* 194i«49 to 
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i9Sf»58| 29SMS to i9«««ft7f mA tK> 1978*79 
r«8p«etiir«Xy* ^iiipt«r «itiseMiri«M m&jos 
points of tlM» atudy and {Mc«s«Qt« iaii;iort4Uit jjoliey 
The study i s iminly laasttd cm data ptibl,l»h«d by 
di£fer«at orQtfxisotions of the Oov«tim«nt India ' 
Ottpartsacnt of cofflm»rcial Siitel.J.lf«iie<i (ina j ; tat i£t le«« 
a«is«nr« idftiik of India, Niniatiy of ccu«»«i:o#« c«ntral 
.^tatistioiU i^Kgmismtioa ths ZMipartieMtt of EeoncMAic 
/-4visor« uth«r primary ®oarc«s are tiui p'oiadioatioajs of 
thti United ilations^ FAG .^d p%iX l^c&tlon& of auef*ort 
procootions Councils of m j o r coouiodltitts* 
c4MiondAry auoh as isook and a r t i c l M h«v« also 
U8«d «xt«M»8iv«iy» 
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i i 
mmmm w rm^ 9r rmm, imM^ iff mi^) 
Thtt for«iQii trad* •mtm of zndiayi Jc«£l«ote(l the 
img« of thm an uBa«r«*a«(v«Iap«di «a«3noifiy atringi Imtm 
f c r t l M and tho %flio3.« of f l f t l M . tiM p«r«i«t«Rt trad* 
def ic i t during this period is m iB|>ortaiit indicator of 
i t * (IMble l ) i 
aUDIA'g rCRElOtt IfUOBtAH ovaivi0« 
TABUB i CiDi . H ^ ' f f yofftlqp I f ^My 
(III ororcs n v M s ) 
YKMI * • ecponts J IMKMTS t 
{ i r a t e 
; BalaiMM 
• EXPORtS AS »aflCB«-
1 1 HMSS 6 XMPGRTS. 
<0) ( I ) ( a) (3) (4> 
1948--4t 4Si 766 315 58«9 
I M M O soo 604 io« ea.7 
I0SMI Sf7 6iO 53 93*4 
I t S M t Mi 334 7S.O 
t 9 S M 9 S t l 633 61 86*2 
eontd* 
57 
TMm tilt) ootttd^ 
• 
ISKPQfttS * ( uwcmtB * TRAOe * mpmta <i XkmMTB M tmemam. -
Sift 592 66 91«6 
1954-65 se7 684 97 90,4 
609 761 S8 
19S6-S7 ftl4 1099 4 « 68.6 
19S7«S@ 696 tm 60S 61,3 
Coi!|3iife«d a CaluKn ( 4 ) ; 
ctAvm ( 1 ) , ( 2 ) & C3)i o«o.c«i« & 
1t}9 av«r«g« d e f i c i t of 306 q t o t m duriiia 1948-49 to 
I9S7«6@ OQfi«tittttiKl a« oiaoh piff<e«iit df 
wport eamiagM, isot only ^ vnre ti«vlfig • pmtmamt 
tfiMqaiiilNriwai in M m e trmaim* «n adaitiocMa s i ^ J U 
iiomt imot mm ttmt mm dufioit lotpt wideniiio, Tlw 
in mm a b U i t y o£ « a q ^ t «Miniii9 to flnanoo tho 
iiiGerfiMi;ai iiqport ]»1U t««ti£iMi t o i t * itio iniptiet 
o f Xai ia** miNart wm going doHii irom an mwmigm 
of 7»*0 pMNMBt «urlii9 m s - 4 9 t o t 9 S M l t o «fi mvmtmgm 
of i»«ft tftviao m s « M t o t»57««8. t u t otli i 
ffoMMA M iHto p M l M B t ami Widoftliig trod* Qcp mM tho 
r e q w l r w e t e of OavtUpnMit iupmtm moA m o todMioa 
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In mport ewniage, {ttialm a) 
mm i i i i h 
MSZsSfi- CiMfft « t ^ l - ^ a f l « ) 
YEW* I URAEX OF MPORT EFTRMIMOS 
1M8 • 49 6S 
1949 SO 69 
19S0 ~ SI 82 
1951 « S3 100 
1952 - S3 76 
19S3 - S4 t a 
19S4 - 55 01 
19S5 - 56 89 
I9M • 57 85 
im • i t 79 
cammmArn mmem of M a i o*o,c*i«i» •• CiOotitfe** 
X4it 110 mm Vim rim l a ispmtt pmymmtm f i r s t * Jm>ttet 
v^qnUrmmM wmm §nm m mmtmgm oi m to 
I t S M t l t o en n v m o o o i i i . 7 i7 «Br«ro« for tiio r i r o t 
n m pcrloi* tito l« i«r to l a m 8 - 4 9 MMMod « i laoroMo 
of ptmMBt tiMi ptmimm yoar* t h i s hwS bMB Om 
59 
t o tlM poUny liJsmlUmitim on M o u n t of tlio 
s m n d mtld MHTf m wmbm of oapitol and oiaiunaBwr 
goods wnro in alicirt mpply* 'Aie laerooM la ipports 
D«riii9 1 9 5 M 3 had Immmi duo t o «niiwieod rogulroiMBto of 
iniwrts of o«|^it«l Qoods oiid rwr mtmimlm togothor vi th 
iiqpcrta 
iaoroMod/MI « iood~9roiiio baeoiMM of tsifovoiratolo 
weather eonditicxui* 
« r e s t a t of a nvelMr of Coetorc* iaixart b i l l 
allot up In the f i r a t t^u ymtm (19S««6e) of the seeond 
Plan* itiia was miiily on aeeount of tho faet that the 
sooond laan inve^ewnta MMTO not rarleod out on an annual 
baaia and henea a Xargo tmtt of tha plan reaotarooa mm 
divertod toMirda i^pQi^ta of oapital. gooda# raw oAtarlala 
and ooQpontiita for laduatrlal produata* Moreover, dui 
t o jiertha siias oriaia* tiio ailn^liiB ooats laoraaaod by 
tS t o to pareant, and thla brought an additional burdan 
on tlia i i B ^ t b i U * the eonnodity pat tam of ia^ort 
tradn (iVhla S) atooMt that tiia Inport b i U w r ia lag 
tbang^ tiia aii«ro of tha mmmmmt gooda import oentiiiiied 
t o laoroaaa^ %Ul i t alMva atartad t o daoiiaa 
a i m I t S M i Md tonBiwd i5»9 paroant In lfS7«M. 
tha of ffw natarlaia and intarsiediataa e«ntim»d 
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TNPMI iW* 
« eoNSUHlfl 
I dOdllS 
f 
S 
! RAW ! mn m 
! ntAtm MID llSgOSF 
J TKS. tttan of 
2 CAPZtsa. 
ti«Q cME S t » 
1 t 1 t 
« t t * t ( 
iconoti-
IfiMni 
{OoodNi 
ConOtt* 
{Mm 
ooodls 
\ 
I « 
<0) ( I ) C») <41 
so»o n.i 12.3 20,8 
26,3 na I6 .4 24.0 
36,2 34*4 19*2 20,2 
32*3 so»s 35.9 U . 6 17»3 
33«S 45 .0 2i«2 20.7 
m M 4 aft»4 2»«2 2i«7 
» t . 7 
SS«4 24*8 28.7 
m»4 2i«0 
2S*S 5«»S I 7 , a I 7 * ) 20»0 
t o»o«c«x« 6 Cftlxnifctft* 
«o ifftfouBt Itav HMMit h U f off tiM tciMl invort l i lU» Irat 
tlM mrntm off r « r « m r i » l a r o q w l M f«r ptvAmtim o f 
a u M w r oantraittod tron ptcoont in m M f t o 
t7«a p w e e i t in t t S T i M , on tn* o t lnr tiHidl« the siiMro 
61 
Of raw mumimX» f«r fvodystioii of e t p l f l goods 
m^mSmd froB 22*3 s«re«cit to 37*3 pmtmmt duftiag tlio 
ptriod* ttw s l i m of oai^itai qoodm •Xm rogiMrod 
•a iqptrwd firon ono-fiftii to About oii«<-third* Hi othoro 
wordo. tho oopital goocSs «K! tm iwtsriolo uood in 
goods 
prodtiGtlcxi of eopitoMMWomitod for «yboiit 67«3 pcroont 
of tho total iiivort hUX in «• mmgmrmi to 33*1 
psrosnt in iiV&riotf doiinliiig of i t * stiMro* An 
Ineroaao in iiqporta and a ehango In &ta ooagjoaitiioii %ias 
noBoaaary for protvlding aoina of tho noat iritai and atra« 
tegl0 goods for India's oecnomlA dovolopmsnt* Ziiv«rta« 
hoifisvsr* twd to be paid for althar by enarrsnt SKpcrt 
aamiags, or by a fifosh oapital Infloir* tha wlthdbranal 
from rasarvaa eould not oontlatis for evsr* Cai»ital infloMi^ 
aa«s|st «ranta# uitifiataXy lad to highar aarvloa ohargaa 
antf rspiqrAHit objoetlona* m tha ultUoata raekoning* 
t h f f « P a # tHa iaqport o a ^ i t y ^ an aoononv and i t s 
«bUity t o «•• ttrada aa ao angina of aeonoaito davalovmnt 
liaUy dapsndant on i t a aiqpoct grcwtli. m viiw of 
tlvia atvataglit iaiMMrtanaa of aaqporta^ lot ua tha 
anpsrt parfamnaa diving tha parlod Ma find 
tiiat iHilla taia aniiart aacnlnga amMndad frosi If48ii49 to 
tlw mq^aet ^ m una stagnant tliaraaftar* Ivan 
during tha pariod of l f 4 M f to t 9 S M l « tna alMtfa of 
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ttie threo' of Znditt** esqpcct trade • Jute mnuimo" 
t tr«rs« cotton t e x t i l e - was em4ag ^kmt froi» 
70«a to ptHPemtrn tt tf)« upward trmd in 
ootton prlae qocxla* rntna^ momi orcMi* leather« geowifS^ 
nitt o i l , tcribacmo uti-<>fMnu£«otur4BiJ and ca j^^ ml kornel Uidtt 
m t e tear an escport e9ei4»isicfi during t946>61. 
mfitE 4 ( ? l ) i md«e of todia's Ptport Value 
( 1950-61 « too) 
• J950-61* 1 * S 2-631 * 53««4; * 54-65• • 55-66* 1 56-57? f 57-56 
roue ores & 
. e t a l scrap 
100 190 380 370 220 230 430 4ec 
& akino 
utidr««ae<l 100 90 60 60 70 70 60 70 
3«Cc»ttan • naif 
and mmt0 100 134 171 112 118 229 124 0& 
o$l»mHonm 
tmrnrntna 
100 96 loe 20 @0 136 64 44 
SvTClbMQO 
Uifnttiuiaotwad 100 114 9$ 79 36 7» 86 107 
100 130 90 80 70 80 90 90 
7«Jitt« i'Mttfae* 
tyrea too 237 113 100 170 103 101 97 
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imf Mm 
CQMM0DXTZK8 1 1950-61; S1.S3| sa-83; 53.64| 54«SS! 5S«-S6| 56-971 57««8 
8.Tsa 100 lie 
,, n-
101 128 185 116 161 141 
9 .Cotton Mmufoo-ioo 
turoa* 
43 51 5S 49 47 49 46 
lQ«i4Mthar and loo 100 81 96 81 88 81 81 
X^ M^ lMHr 
RMiiifaetiaroa 
ll.Bptioaa 100 134 84 68 48 44 96 31 
An ii»l«K o£ eaeport Mrnings for 1948-49 t o 1957-68 cloarAy 
indieat** th« mtmgnmey of India *« «o«>ort aamlnga during 
tha f i f t i M ( iWdla 3(XX} • 
thmn tiaa a diffaranea of opinion about tha ^auaal 
tetara baiiiiid tha atagMitioa of Xadi«*a aKporta* 8ona 
aocwMMOata thouo^ that tNi main raaaoti «faa tha ataonaticsi 
of «ierld danand for Indian exports*^ othara amdnlnad that 
i t mn dua to inalaatitt mnpaty Alaatleit iaa of xndiM 
aHpert eeeaeditise* fhay waintainad that tha pa«t iNHunrioir 
of mdian aivorta eon ba anra than adaquataly aasOAlnad by 
thn iwiifaiiaa of tha oofvacamnt of India and tha f&anning 
eeenAealon^eoabined with intamal daiaond and aivpiy faotora 
1* * t o « r t nraapaota and Bsonandio arowtto^zndin* # 
Monemt Mrnai* MSMMMT i9S9« pp, 44M0i« 
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iflthln M l * . ' xn twr r i m t both th* intatnaX Mtf 
mtbrnewil faotors war* r^^Miuiibl* for th« ataqnawoy in 
«BqpGrt sluggialiiiMS world dttiwnd £ar India 
•Qr»4N»Md «eicsports and inel&atio mtpplisa o£ tmnuimatmrnA 
«scpGrtc iointly tm: eacpyrt inadequfttA 
mtplocaibl0 •urpHiuMc dtM to Ineroiisod dof:»«tlc etniAmptian 
further ag^ftvat^S tlio •hriitletgo of «9epart trmds* 
An mmminmtlan of th* eoffloodlty eoBposlticn of 
mtptntut rovMls that no signifieMt mtpoet oxpoiMion toe* 
pl«o« in tho e««« of tho nrnior oiqport oofHRxaditi** (Tablos (Zl)« 
tfi* only mmm in »»hioh «9qports been doflnitoly «boi« 
th» IfSO-Sl aro ovtaliiforou* area and laatal scrap 
and t«a« oeflnita doelinaa vara vlalbla in tiia oaaa of 
tndraaaad hldaa and aiclna* vagatabla olia« ootton manufae* 
ttx>aa« laathar and laathar fnanufaoturoa and apleaa. Anon^ 
tha traditional mfpatt eonmoditiaa* unRanufaeturad tobaoeo 
raoordad a daaXlna o^rar tha soajcr part o£ tha pariod« l»iit 
ttMva waa a riaing trani ainea i95S«56« Beporta of itita 
iwiufasttiraa ahowad eonaidarafaXa flustuatiaiia with a dotal 
ward laovaiiwnt in tha laat thraa yaara« iha eovaiMBta in tha 
aaiiwrta of nioa wara ainiiar to thoaa in th*» eaaa of tobaeoo 
A.8 aKpoct aamiaea from Juta inaniifaoturaa« taa and 
« Attna** naiiiwnt an mpart nraqpasta 6 waiianlQ ovowtli 
• fttoiienift <»D«maI« Juna iOil* 436-^3« aap» 4St« 
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ootton £«tarla» eontrltotifettd « <ioiiiiiiaiit ohiaik of 
total mKpatt mmmiaga, i in lMa-49} t ^ tr«»fS« 
in ttiftM thtme traditionid «Kpart ooiiinoditl** «££«et«d ttw 
«ntir« «Kport tr«nd« 
EXPORT ^1M9UFAC-}T®^<BlAClc!coTtofrl^ KW • 
coiiMOisrri* TIRES ; j ; 
YEAR 
1948-49 143 69 38 349 
1949-50 121 73 60 3S4 
19SO-61 113 30 136 331 
i t o 94 S9 4:0 
I M M S 129 81 70 M 
114 103 73 «I9 
t S S M S 124 14t •7 339 
119 109 64 391 
t 9 S M 7 119 U 5 331 
tW'MB 111 114 63 288 
Aimcag* for 
10 
<40««f to 
m 101 70 306 
hmmm w t u 
> M r » 
113 «S 303 
SOURCE : DGCI & S. Ca lcut ta . 
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ttMi CKport •Mmiaia* fron i o t a gooam, t M moA 
eott«n ^ m ^ l r n roes rupitty i's* «rar«« In 
i94S-49 to Ri. 42S OTOTM la m M l , BUk •lam m M 3 
i t •liaimki « aaMBWHrd tr«iid. Th« «9i|}ort pmti&Ptmaom of 
tho *tlHroo big* wqport eomaodll^eseoiaia not bo gaugod 
f m t tiw foot that the avorago for tha i a a t tiareo ^fotra 
of ttm poriod (t9SS«66 t o 1957«6e) romiliiod mtmsamt 
aa aoii|3fir®cl to this avarago for tha antire ton y^ars 
to 19S7«68>. ihe- daellAing tr«Kl in the 
^pcjTte o£ tliese coRmtKlitiac ie dm to the oi>eratlar} of 
& o£ fortsaa govaming tlw world soarteat* seimral 
svnthatie and othar a ^ t l t u t a a hava croi^Ad to radkuoa 
the <3e{aan(l for tiiaaa three, Moraovarr the intemaX 
cmmmptlm has alao gor^ e up* Hw Uiflatlnary prasaueas 
have alao eauoad a aavara strain on tha msg^Mt of thaaa 
oossBodit ias • 
the poor parforfnenea in the locporta of jttta gooda 
during thia sjviod eoiOd be esgplaiiiad ifith g U r e n o a t o 
mmmA fastera* Aftar 198S# Widataii aaerged aa a 
•tr iow eooipatitcsr t o ikidia# aalling iuta gaoda at 
OQQPiratleaiy ionar prloaa due t o aona a a t v a i a d m t a g a a 
that t * ^ «ijey«a (a«g« low cost of produietiai ami aaay 
aivplir ^ raw imtarlal of eiiiMiriar ^ M l l t y K itia JoAim 
laduetry had bean eentinumitiy auff^rlitg firam inadaquMia 
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mm^f oi J M , itw f«et mm tiMit th« oonmnpUen 
M n d of Jute goods mawnd • dMllnlng tmoamoTf in world 
narlwte «id nost fhm in^ortliig oomtriM had found 
e«iy and ehoaply vmilMm silbstitttt* for jut* produota* 
Morto««r« thttr« tmi b««ii a r laa in the prioe o£ 
Juta goods ifhieh advaraaiy a££aetad tha Xiyliaii aacj^ccta. 
ftM> •^raa that tha ahara of mdlm Jtita escporta 
in world into trad® oam dam £rofi>. 97.2 in 1946«60 to 
as«l ptreent ii) t o 19S7«-&d, 
Taa aKporta from Hidla alao asRhlbitad a doMnward 
ffiovanaiit* m mdiai auiipliad 49*4 pvmmt of 
liorld taa ao^parta^ but har oantribatlfln daellnad to 
43«S paroant in 195S««« to 19S7-a9« <3n« of the reaacna 
mm a eonaldaralala r iaa in tha ooat of produetlon In taa 
Induatry and hanee mdla had to face a tough eoni^lticsi 
Wem emfXm In world mrleata* f t e eaoauBiiUaa tranda la 
trend 
liorld Rwniata alao ahaw an advaraa/dna t o r iaa in tiw 
yafaOaritir ^ oftifae and aueh otiiar randily available 
diJMiai* the rigid ao^jort eentrola and weiae dNitiea have 
alee af feeted tlw Indian tee esqporta atfveraely* m 
addition to tliia tha oenrarmiwit of India ne^leetad the 
davelepnint of tea induatry aa no effort mm imde to 
ttw «Bcpart Mmliigs firoM ootton t«KtUe« mmt* 
«l«ci i^uggiAh during th ia period, xt« vmemgm mipotx, 
««»i4ii0« telliMd i r a i to* 81»8 <HrQr«i l a l«48«60 t o 
li« 64«9 €satr«rwi i a tli« world traOo in fiN»ttafi 
«oq;)«iii0d only mrginoU^ during this period. 
In th io atarono meptstt ptmotim «nui neoosMury 
to push MP the ootton t«xtil<i exports «lxaiv« the average 
annuia iev^X of 1.946^9* Xkidia failed t o eehieve i t« 
i^ile itm ooii«)»titor« lilce •feipm. Hong Kmg and i^hiBtm 
auQecToded In Si^ remmims their ojQxsrts a innif ioant ly . 
Another reason a higher decree of incxease in costs 
of prc3d\ieticsi In Xndia than i t s eonciwtitors. 
Moreover # no effor ts were mOm t o iaiprove the <|uftiity 
of the Indian tenet lies* itiis redutsed the degree of 
quality Qoii|ietitiv«iieas o i tesctiles eacoorts of Znrlia in 
litarld irarteets* Besides the loi«er jprofitability of soctsmal 
MNCtot a s / r e s u l t of inereased eonfietitllvsRess^ the prof i t -A I 
a b i l i t y of the domstio Kerkst had goon This d l s -
m»iaraig«d exports and sooourttged the svodiioers t o take the 
easy eoiirse of selling their {coduee in the internal 
mmm or p^rm mi^ i w ^ i f f ) 
the b i r t s r %mm o f trade lisre agalAst India during 
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• gt^tm part of the dmom^, 1M8«4» to Vho 
t«rr« movodl in oiir favour only ^urlit^ the f i r s t tfiroo 
yoarsr m M f to 
mm f (H?« mm ^ 
( l a a u o a s t i & j L i s s ) 
YEAR 
194e«>49 100.0 
l t49-60 105.1 
I t s o - s i u a * $ 
126.1 
M.O 
i9S4*«5 
es«l 
li96«67 03.4 
ae.o 
t 1>«G*C«X* & CoXemtta* 
nmtmSUm, tlio bartar t«nw m wmn eontlmirviiBly balcw 
tha baM Xavvl o f tUX in m 7 « 6 8 thoy mtm 
14 vmmm% iaaa tHan tlia htmm laval.. Lot m mmlym 
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tlw ni»ttMtioo« in t i i r t«r t«rii« of trad* during tli* 
Awed* of I M M d f ifitu th* Mp of ahanges in mlt 
wXm India** of eocporta and Infwrt** 
mssJLSiib sms^w M lit^, w i f f f f n , m m i m 
rem FTFCfT w r r • w c a m c t J XmSRT • 1 mCfWACIE 
m m s ; CK2»IGE 1 WIT » * OiMKSE « « • 1 t 
1949«®0 f 1.4 97 .0 - 3 . 0 
19SO-6I 119.7 105,4 • 9 .7 
imh-az 4 4 t . t 135.5 
1959*53 135.3 * 0 . 5 
t9S3«54 105.9 « 8 . 8 114«4 • U . 1 
1 9 5 4 ^ * 9*5 l l i . O • 5 .4 
l»5i«55 i<a9»o tm.1 4 3 .3 
t 9 5 M 7 t t o * t • Ut I13«5 4 . 3 
t 9 t M « t a 9 . 0 « I«t 130.5 • 1 .1 
ConiMtlMd. 
• 0«0«C«X« & 8* 
fli* £«vour«ia.« lao^tant of tcran* of trad* ^njo^l 
toy ZMUUi during I 9 4 M 0 to cait be attrlbuli^ 
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tmMlf to th« slSMble i m ^ t m la xndi«*« «Mpart priAMt 
m laor«M« of alxMik t o pMrotnt in •• oo«|«r«<i to 
tlw b M yMT* ttM Iniport ftlae r«gi«t«r«l on 
Vfmsta novMnt dwriag ttil« piriod, Imfc thn ptrcNntngs 
laoTMuw la mxpaet unit vnlut* mm onsli « r« i t« r tliwi tlm 
laBr<iMi— In ixs^att tkilt vnlun (titiati* 7)(zx)« flM ahirp 
teli in bortflr tMrraf ef trsfdc In S9SM3 o«n aJLco b« 
oxplainecl by m deep d4BOlin« of 3t»4 poreent in export 
unit value coupled with a nttrginal InorQaee of 0*6 per-
cent in i s i x r t unit veXue* ttie iiqprovetaeat in I9S3«64 
Mee due to a greater fa i l in insport price than the eiqport 
prloe* the terme of trade in S9S4-«S reioained at about 
the eeaae level ae that of the previous year* beeauee 
though both eKport and import unit value soved tshe 
r i f e la expert unit value nee eliig^ftly » « • than that 
in iaipart unit value* the edveree noveiMBt of the barter 
terne of trenle in the laet three yeer«# lfiS«S« t o l»8Y««8 
uhea i t m » miieteBUeUy belou the baee le>vel oaa alae 
be tteoed t o the etegnaney la eivort prioee eoiiilaed withd>v 
inward BBvewaia in lavort priaee. 
tho f luettat iea in Hidia'e eaport ptim m» la 
eeaaanreaoe irith the novenaat of world priaea Cor prisary 
aoaaeditiae* thia wee beeauee rant fsaterlala a t i l l famed 
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an iiqportant part o£ her oKports* although the ahore 
G^  tumufaeturara in the t«»t«l a a ^ ^ t s t^ aa rlaing* l«are<-
ov«r« aa ooat of India*a manufaoturad eoKii(«Kiitiaa 
asQKsrtad %#are a g r o ^ a e a , th«y fdllcMied tha prleaa 
priinary pcodueta. 
The thAt brought about tha £lu0tuiatlMna 
in tha ganaral priea twr@ partieiULarly In the i^rieea 
of ax|)orta i ^ a irticrt-run aa wail aa l<»g«ri»* one oi 
the long-tarm foreea was the Iner^ suMs in <l«fnand du© to a 
r i s e in iworld Fopulaticm in the paK i^cKl. ihia 
cauaadl the r i s a in i r i caa esMparieiicad k;^  prltnary coinr«>-
41t lea . Thla risne in prica vaa acM8antuata<a by the faot 
that th@ nhara of the miartd .laroduseicif} of prir&ary coirfnodi-
t i e s antaringi thif trada had fallwi eornpared to tha 
1920*a» This ma dm to an iner0aiM» in cmoimsptim in tha 
producing m^mtrlea of ptlmaaty cc^^noaitiea lilca cotton <r 
taa mlea* The loi^«cufi faster of inoraaaed paea of 
induatrlaliaatiofi in thaaa countrioa <#a« raoiNanaiiila for 
tha Ifieraaaad ut i l i sa t ion of raw m t a r i a l a p^rtieularly 
induatrial rait matariala, 
tlia saoat ai^^ifioant ahc9r%«cm faotor whii^ ln£li»-
anead tha prica of aMrxvta waa tha Koraan Mar in i9St» 
Tha var in icaraa waa raaponaihla for tha ^tarp apvrt In 
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prioea^ part icularly o£ s t rategic materials. The 
increase in the prices o£ India 's exports was fH^greater 
than the increase in inport prices^ restat ing in a 
substantial iinptovement in India 's barter tertns o£ trade. 
r 
m the l a te r years« with the cessation o£ the 
boom« the prices o£ primary ccHonodities £ e l l . Furtl^on 
rr, 
the^e was a shi£t in demand to siO^stitutes induced by 
the high prices o£ primary conmodities. Otiis also 
adversely a££eeted the demand £or primary conmodities 
leading to a £urther £al l in pr ices , 
TABLE 8 ( l l ) t India 's mcone and Barter Terms o£ 
l^ade - 1948«49 to 1956-59 
(Base 1948-49 « 100) 
YEAR { ^ MS 1 ^ ^ A G E j 
1949-60 114.2 -¥14^2 105.1 • 5 . 1 
1950-51 138.0 +20.8 112.5 + 7 . 1 
1951-52 123.7 -10 .4 126.1 412.1 
1952-53 93.7 -24 .2 86.0 -31 .8 
1953-54 101.8 •f 8 .6 93.4 4 8 .6 
1954-55 106.3 4 6 .4 94.6 4 1.3 
1955-66 106.7 - 1.5 85.1 -lO.O 
1956-57 100.1 - 6 .3 83.4 - 2 . 0 
1957-58 111.6 411.5 86.0 4 3 . 1 
Coii«:iated* source of datat oocz & 8« 
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lucom TmhS or 
I n d i a i n e o m t^am o£ trttOo in m d i a ' s 
foivour diarifiQ th« p«rlCKl tffici«r study cococpt In 19S2-&3. 
A eonparlaon of income and barter torsns of trade (Table b ( i i } 
ahow^ that th«y iT«3ve:l in the 3aK« v^ iM&rd dlirfaction diarlmj 
the f i r s t four years o f the p^iod (1948-49 to 19Sl-6a)« 
In the sid&8efiu«nt y®ar# teth rfsoved dcAiin. sine® 
1953-54, th© ifiDveifient® in the two t€«rR>s of in 
diverse dirp'-etions. The irtoorm^ t'-rrs® of tra^J©, -Respite 
S iuctuat icns , rerrained conatontly above ti-»e base levmX* 
While the I w t e c teCi.a of tra^J© were ttirouilhout beJlc^ that 
lev<al. The f a c t that incuiiie t&ctm of t r ^ J e in Int l ia ' s 
favoior insp i te of unfavourable |>oaiticn of the bar ter t«rfria 
of trudi^ c w be esxplein^d vfith the help of chasoge* in 
expert v^lisne in<3e9c. 
r m t ^ 9 <11)1 Eacport Vtoluca mdgac^ W 8 - 4 > t o 
1252=81 
(BASE I 1946-49 • 100) 
YSAK ; EXPmT WLW'J: PffiCKMTAOE m » CHANGS 
1949-60 
t9SO-51 
1951-S3 
108.7 
123.7 
9 6 . 1 
• 8 . 7 
13 .9 
- 20.0 
C o n t d . . . . 
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r^Ut $ ( l i > ooot^* 
! mPCMT ^XJUIhE ; pmcmvMm erANGF 
t952-63 109.0 11,1 
19S3-54 109.0 o.o 
S954-6S l i 4 . S 4 5 . 0 
1955-66 12S.4 9 .5 
1956«S7 120.0 - 4*3 
i9S7-5B a, 2 
Cc«?|>ute<1* Source of data » mKt S. 
find that credi t £<ar favoia-afel© uov&amt 
in i.ncwse ter«2« of tr«de ao©8 to m.i:<*xt Export 
yulia^ inA0K intmMB %tmt mnjpoct qi,\mr,z*m ^UVS ttm imam 
throughout the pmtioA OKCupt 1951<*62« Hie milaatan* 
t i « l iER|provf!>iiiefit In tnoorae t«rn« of trAde during 
to 19S0-St due to an mavtmmt of oxpart volivne. 
ttie 20*0 pereent (Jeellne In quantum index« despite an 
imptavmmnt of I f . t percent in barter terBW of trade* 
restated In a a^eline In the rat© of increase in ineoine of 
tertns of trade in 19Sl<-63«An increase of 11*1 percent in quanti^ 
ixidmt in 19S2«63 was undble to jc^vent a deeiine in istamm tarfcis 
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of trttdto b«low the imam l«vtti ba^tiM of • hug« fa l l 
In ttie b a r « « t m m o£ tr«itt« sins^ thm 
IVMMTd inOVMRMIt Of tiM CNpeTt IKatSW QOaWtoA ttW bsJLOIf 
til* btmm Xevvl hmetm tmm m into abcvv^  th» bM« l.«v«JL 
Insoiw t w m of trade. 
Xn ordor to analywi tlM woiwwamf of bartflr tonw 
of trado Mid ijtmom t«r«v of trodo* wo iriXl taOeo tho 
iMdp of vtrlJililoo liko unit V O I U M and qiMntwi of iaai«r 
«qport and iniiort eociaoditioa* AS th« tranda in 
Ifllpertaat traded gooda are rofleeted in ovarelX tranda* 
thia lolsffo-enalyeia wiia. ttiraw valoabae liglit on the 
behaviour of b«arter and ineoma tarma of trade* Pirat a i l 
of a i i we taiee up the iMjor axpart oossnoditiea • ;}ttte gooda^ 
tea and oottwi tflKtiioa« 
OtlTg MMflirACTWIBS. 
Jute gooda oeeypied a vary iovortant piaoe la zndia*a 
forolgn trade dicing the daeade of I 9 4 M 8 * I t %iaa tiie 
ooi»try*a top fsoet aRport earner t i l l the inldi»fiftiee# 
though the ehare i taa i f undamnt a oontraation during thia 
period* the t M e iz<io>Bieeriy alioifa that the oentribii* 
t i m of Jute gooda to Inditfi aaqpert ineone nae eteeillly 
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dMllning, with th« «iBO^tioii of th« ymx 195i-S2« 
trtiiflh oaimot be considered normil boo«u«« of th» xorMn 
ISOOQU 
rwtolm 11 (zz) faring* out the trends in zndiA*a 
eagports of jute goods In the oonteoct of world exports* 
0 f ^ J ^ f goods ^ 
<Bff?fi i ifgt M n y ) 
JUTS £; JTJTE GOODS 
40*50 
1949-60 30.44 
1950-61 19«60 
1951-52 36.44 
1952-53 23*29 
1953-64 21«96 
1954-65 21.24 
1955-66 20.22 
19S6««7 19.56 
1957-68 17.93 
Coniptited. 
SSSSSSSi* Aoeoints releting to 
foceAgn t r a t e and 
nonttoly e i e U s t i e s of 
i« r« l« i M i e for the 
relevMt ymtm* 
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l^LB n (II )« Share of XndiM m ll&rld ttcpcrt* oi 
JUte Maaafacturg» -
(V^gwt Crorq» of Re.) (volmaat OOP Metric Tonnea) 
YEAR ; VALOE OFJ INDZA5 VOLUME; VOLUME OF • t ZNOaA'S SHARE 
IND IA ' S I • WQRU> 1 1 OP WORLD 
i^^ ORTS ; OF EXiORT3 J EXPORTS • 1 EXPORTS. ( 5 4 ) 
( 0 ) ( 1 ) ( 2 ) <3) < 4 ) 
1937 290.8 1048.0 1181.1 88.7 
1948-AO 128.9 825.7 849.3 97 .2 
(Avg.) 7 
1951 240.3 af89.2 921.1 85.7 
1952 163.2 746.0 840.2 88 .8 
1953 110.6 759.3 901.2 84.3 
1954 121.4 855.7 987.5 86.7 
1955 123.8 891.1 1044.4 85.3 
1956 112.5 876.8 1068.7 82 .0 
1957 114.9 873.5 1066.7 82.7 
1958 103.8 806.2 1023.4 78.8 
CoRimtod t Col. c o X s . d ) & (2 ) . 
Soureo of a o l . ( 3 ) i D .O.C.X. <I FT,II.N«T 
Year book of zntematlcmal Urade Stati8t40i 
(VMorioue iaauea). 
The table indicates the folloiiringt 
U 
7 2 7 7 ^ 
2kidia'« exports during 1951-58 nenr^ reeerhM 
even the pre«4rar volume of exporte.^ 
3. The pre-war figs . re la te to undivided India* The oostoined 
eagports of India and Mcistan sinee ifS9 had been abo«it 
the sane as undivided India's ocports in i m * 
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a. vwoa 1951 to m 3 tlM mmma mAmm of Indian 
mpatfm Xamr evon thaii tlw «wir«g« amittia 
f«r tlw t i » M yMur piri«dl • m o - s o , 
Kfw volow of «9i|>ort« roaetiod a peak in 1 ^ 5 mnA 
mtmm than aaoeit to have atabiXiaed at a aona-
vhat X«Miar le¥ttl« 
3 . m tarnv of tb«lr value Indian ea^ports reaettad 
^ all«>tif» paak in 19S1« Laaving aaida 1951 and 
19S2 iftiieli Diera abnontttl yaara of icaraan war * tha 
annual valua o£ eoeporto ir^m 1961 to 1958 oevwr 
marpaaaad tha avoraga annual valua of eQi$»Qrta 
<lurlng 194B-S0* 
4« Although both tha norld and Indian oocpGrta 
in tha poat««4iar yaara nafW raaehad tiialr pra-
tear volnna* navorthalaaa* world aaporta roaa a t 
a BKieh faatar r a t e than Indian asqporta, ha a 
raault Indiana ahara of world ascporta fpll from 
97«3 iMVoant la 1948-60 to OM i s i9SS«67« 
tha dagraa of prioa ooapatitioB ia ana of tha datar» 
Minanta of asq^ort parfareenee. rigtaraa ralating to 
diffarant dalivarad prloaa in tha smrirnta alMroad are not 
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mUalkiii tarn hmmm the ptmim «Kt«Rt of prtetxeonpotiticiii 
Sae«KS h f khm tndtaa juM goodm in th* vorid imr lo^ icwmot 
\ ^  
b« d«t«nniii«il« Howevtr, have th« lnt«rnal, p r i ^ of 
^ 
juto la Xodift and Pttklafean foe eaH|»ari««9n« A* tm^ittm 
^ wwMggAng m the irnm, serious oiwspotitir^ «n sKac i toa t^ 
«>£ the £«»Uoiriiig t ^ e wiXX gtvm mm idee about the 
eroeiun of f c i e e eocapetitivanMe of/Jttte OKporte* 
J s m U t i U i i l i w i i t t f l pffiifff % g j ^ n t i i 
m, mk.mmm im m si^yi, gf 
m m 
YEAR ; m i c £ m imih pm • pmiavm mmt 
J mono m fts. • (EAST CAKXistaat average) 
.ii no*, . . 
I M M 9 43 • SI u • SI 
m M o 37 • 17 n • 81 
t « S M t - t l SI • 4 f 
m t « s 3 SO « 94 SI • 00 
I f i M S S7 • 00 IS • 50 
I i S M 4 » * S i 10 • 44 
t9S4««S 32 • •# so - 41 
lfSS«S« 30 • as 38 
I9M-S7 S t « 44 18 • S I 
I f f t M t i t S i • 00 
j M M l * *iw>iiil M M t y o i M o & fliniy 
thougti tlM eliMig#« In th« dir«etion of ptiam 
in J, Vfc 
M aJiMiya bmm^^ SKae^' thtt WMmun ptia— mtm 
e m m t m t i t loMtr ttmn MauttM {ri(mi« iaapit* of thm 
imst that In resptet «f <|iiaiity i t PBki«*«ii jut* 
wtiieli i«TT9 b«%t«r. m othsr WMKIs^ S^skiatiii M a 
deflnito cnwr xndi* in regard t o both prieo and 
quality an- ooi^petitiiweaa* tha eoqparativa advantagea 
In priee end <|iiality «iJof<ad by Pakiatan led to tiia 
lapott by othor eomtriaa of. ehaap raw Jute £rom that 
eountry and taidar euttiiiQ of mdia 'a eiqpart produata in 
foreign tnarkata with the haip of better teehnology* m 
analyelng the prioe oofis9etitioti# «fe have to take into 
eeoount the isriee^eoa^etition froi^ Jute produeta aa alao 
the oo8|jetitioii fron ai;^atitiate peeking m t a r i a i a l ike 
paper and ootton* m addition to sariee eocqpetitioo* 
teehni<iuea lilce buUcf^?idling eeuntriea are poaing an 
taoreaaing threat to Jute e^qporta in induatrial oountriea 
l$Jmt ttfhieh ^mre mdia 'a main iapertera* 
mMMJLm* mi% mm. mm n mm^^ H. am 
flWl^iiiii rTi MM r^ftH* 
(mm f mMf • 
YEAR I mrr vkum mmsx 
tm 
t M M O t l»«9 
Oantd« 
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Table n (11) contd. 
< 
Y&R * ttilT VALUE BTOEX 
1950-51 130.4 
1951-52 242,8 
1952-53 128.2 
1953-54 100.5 
1954-55 102.6 
195^-56 &9.9 
1956-57 a9,7 
1957^8 97.4 
SOURCE: R . B . I . / Report on Cvjrrency & Finance (Various i s s u e s ) 
As oxport of Jute prodtists aeeoiaited for m 
average of 25*3 pereent of the annual export earnings 
of India during the period under study* the eooveiQaat 
in i t s «oeport priee had a poMorful iitpaet on the diree-
tion of India's terns of trade* Table 13(zz) shows that 
w i t value of jute imnufaotures was steadily movino 
v^ t i l l 19S3-63 mmmpt in the Korean boom year of 
195l«53 When i t rose to abnormally high l e ^ * As 
terms 
we have already sean# India*a barter/alsc/deamatrated 
m 
m Vi>tr«iid di«rin9 1948-49 t o SS-S2* hgmin whan th* 
«^»c9rt wiit v«luo of i<ttft peoAmta aon«t*atiy dmsllamd 
from 19S»»S3 to t957«S6« tiMi bttrt«r t « r w <if tr«iS« 
roQlstoredl m ayni^thetio aoMiitr«nd during thia p«riod« 
irtm i^sin riaason for tho f a l l In unit valuss was 
tlw fa i luro oJ QGmvg^tim to in induitriaJt «rea« 
a resul t of invention of ttubatittito* and Innovatioii 
of bulk handling* MQraov«r« tho i^iKart damand of ju te 
produota in I9S7 and i9S8 mtm advaraaly affected by tha 
eecjnootle reoaaaion in Airarioa*^ 
M m ) * KKPort voiuroa mtSm of iiuta ^lanufaetur—. 
<»iff, i i m u r f i9g) 
1 9 4 9 ^ 
t9S0-«t 
I9St«i59 
S9SM3 
m3«-S4 
EXf'ORT VOUIhE 2 EXJPORT 
(000 Tmmtm) 
i l l 
87S»0 
7S4,4 
794.7 
•7S»e 
811,3 
BfOKX 
J U 1 - . 
too 
88,3 
81.8 
90,8 
77. t 
92.7 
eontd . . . . 
4 . Baeerw Bank of xiiidiA« Rmpmt m oarramey 6 riaanea* 
I9S8-A9 fsonljay I960). 
Ttbla 14(11) ooBtd. 
YEAR * 1 « 
SXPQRT VOUJI^ IE ; 
(000 Toimm»> \ 
EXPORT VOLW'IE 
XNDEX 
1954-SS 862*1 98*S 
i955«66 98.2 
863.5 98«7 
I957*S8 806.3 92 .0 
Sottcoft (t) X.^.tWi (2) caloulated. 
The quaattim o£ jitte ««fiti£aoturefi oKpcartod rworded « 
(Soeliiia in the f i r s t thro® yaitm of t l » pmiioA yndar 
sttidy. Xt •uiMtwitiaily wepifiM in l9St-62 dm to 
thtt stoeic pi l ino nwrnaltatod by ttw matmn mxm zt 
isnadiAt^ly eaitr«ot«d to • reeord ictf la 
1992-^63 # hvt 9tmttaA mavlng upMurda alnea I9S3-64 to 
t t S M 7 « xa tim U a t yaur of t l » period* I t a ioal f i -
oaatly oontraetad m» a roault of oluggish Amarloaa 
ioport daraaad in th» waka of aoononde raeaaalon In 
Iwr aecnoav* Export voluma in a battar indioator of 
aiqpert parfomanea then tha asipert valua aa tha X a t t « 
oaa ba booatad by infUatlaii in aKport prlaaa* But* an 
t 9 
•BRpaaalon In quwituEa i s not possible without the 
IneroBsed ooevsetitivsness of the export eofoiodity* The 
eacport volttme of Jute goods throtigrliout the period was 
below the base yesr* This doieiwerd trend in Jute coQXVts 
adversely effeeted ttm Inoocoe tero* of trade of jute 
products* 
i>ea was one of the three major foreign matmn^e 
eamars for India# ths average annual «o(pGrts during 
1948«6@ being about 133 erores* The folloiring table 
showre that on an average India has deriv«Kl 17.4 peroont 
of har eaqport proeeeds from tea« during 194M8* 
m s i ^ |S ( i | ; t ff Iff, ^ f j l t , I f 
iBaift of ^taj^ y m r l 
YSJOI ; PmClMTAGB or TOTAI* BXPOir VALUB 
I 
1948 19 
I M 18 
I8S0 13 
m i 12 
Contd**•• 
8 ? 
iS ( I I ) emta. 
YiMt ; PERC«3iTA0E OF Toivuf^  mpmT VAim 
m,m,.mmm.m I • 
t9St 13 
1953 %9 
1954 a) 
IMS 19 
19S« 23 
1957 19 
1958 TO 
Confuted* 
Sotgo# of o a f t 0,G.C,I.6t s , 
Tht voiiam of Diidia t M •xports In r«i*tl<iii to 
tlMit of world** toft mpattm im mtnam in tiw foUowing 
t M o . 
J U L i i i l * ffNTf 91 .ftftflift ^ 4ft, w^ril^ wm 
t) 
Y£Mt I pmc0miOE or wcsiii) export 
IMS %M 
oonfcd*••• 
vmrn coptds 
M N • PSRCAMOE o r WORLD SXPCRT 
19S0 45 .8 
i9St 43.9 
1953 43.3 
1953 48,3 
1954 41.1 
195S 37.9 
19^6 45.7 
1957 45.9 
1956 47 .0 
CofliHiM, 
s o u g f of mtoriuitioiMl Tw 
ConaattM Btaitttln of s t a t l a t i e s . 
Xt $M mlmie frof» ttw tAia« abovw t t e t XndU domtiiatMl 
tilt iiarl« oMTkit of M * But I t s shftro gradiiAXly 
o o R ^ m m , M U m t i m tlw incarom in tuo prioo and 
W i U y ocMVpotitivmM of i U cwniNititflr* liko Coylon and 
M t Afrlo** the moot iqportont roooon for tli» doeiliMi 
in prioo o M v o U t i v m o o of t t e xiidio^ too woo o m h 
footHT innroooo in iroduatioii oooto oo oooiMHrod to otliHr 
8i 
eointrlMi* ia Xndla roM CmmUtt than In C ^ e n 
•inott 1946* AS A raaiiit ta eh«iQ«a In Qc»«t« <Ml pto^ 
duotloa* C«yian*« eoni»«titiv» pMitioQ got ctTMigtlMii^i 
relat ive to India's* This is one possible ttcplsaaticiii 
on Ceylon's superior eacport perfonaanee as oonpared 
to India's in the post««far years* 
Both India and Ceylon sutfer ixom a cost 
disadvantage relatively to East Aarioa produffsrs. But 
ths grcKTth of Afrioan exports in ths f i f t i e s affeoted 
Xndia's eiqpccts niore than those o£ Ceylon* beeause a 
laush largsr siroportion of the Indian output and esqports 
<over 60 psreant) oonsisted of ooman tea* the same 
as ware exported from Afrioa* on the othMB hand* a 
BRish s t a l e r part of Ceylonese e^qports (aft»out 33 percent) 
oonsisted of eomam tea* sinee there i s a limited 
eoofMitition between eonraon and higli grade ltse# tlie 
grcwth of Afrissn exports was a t tlw siQ>ense of India* 
The situation was eg^grawated by the polioies pureusd by 
tim govsvnMsnt* txixarts of tea from India were sii»Jeeted 
to an SKport duty as well as an eiqport eess . Togethnr* 
t h i ^ levies soeounted fwr t o • iS psresnt of ensMrt 
prises of tea during the period under studly* Ttiese 
duties further undenained the eonpetitivsness of zndis Tua* 
121 
In •daiti<3ii« mparts of tm from zndia wure «t«>i«Qft«d 
to ovor a l l ^pamtltMtlv limits mm as tha aliotOMit 
of quotas ^ooi individual mportara. 
Aaothar faetor whioh dmstpmrn^  the ur^a to aaXl 
in tha f « r a i ^ iwrkata was tha aaaiar aeeaas to tha 
lAtemal. mtlmt <3ua to tha rapidly growing doaiMtle 
damiiid* Aa tabla 17 (zz) ravaala^ the dcoiaatie 
eonauinptlcm of taa roaa faatar thm anporta la tha 
p«riod urtdar raviaw* hm a rasult* ttm par^^taga of 
output that was a^^portad fal l from 7I«7 pcrcant* in 
1948.50 to p m a n t in 195S«57« 
mmJUMi* 
Mm 
Annual AVfgaafi (QQQ Hatar-te yatmml 
: 1991*38 ! m s ^ ! m M 7 * * • 
X. txpcsrts m « 7 m « « 
ZZ, tvoduotioa I70 .0 267.1 M . l 
ZZZ.nport-^roduB- 71,7 6S«1 
t ian Ratio(i&} 
Goi^ iitadt mm Rov zzz. 
R«iir zztXndiaM im BoMrtft 
taa statiatlAa* I9«0* 
122 
Amemg thm £«eters lawSino to • rapid groMtti in 
iiit«rii«l dmmaa of tm, govmmmmt polUiiM if«r« 
•gain eontrlbutccy* ftigougltoiifc ttm piriod imdflr invoatl^ 
gtttlc»i,«Mel«o dittios wero lowor thMn tho oonbinod 
iiwid«noe of th» oiqport duty and «9ipcrt eoas on to»* 
I^MTt from th* f«et tfmt ttm mqport Imlm on th» to* 
had a highar laeidanera than tha aasslaa duty« taa waa 
parhapa tha only m j a r aaport oonnodity in whieh tha 
govaminont <lld not & l l m a rafund of the aoceiae duty 
on the output aKportad* 
(mm " m> 
YSAR J W I T VALUE ZMDEX OF T M SKKMTS 
t94Bm49 too 
1949^0 I0I.9 
i 95Ml iU .3 
140.1 
ifS»-S3 t tU i 
ttSS«S4 
M S M S 
t9SS«M 
t«t7«fti 
soiroai 0»0*C«Z« Cr 8* 
tlM r l M In t M prl«tt9 during t949«SO to i9St«S3 
eoofiflrahto to ttw prl0« toowwwnt tsqmrimioma by 
other t«a mtpertim <9o««itriM* But ttw f a l l in ptUm 
iiyrlng 1 9 S M 3 oi grmtMt ma^ltudki then th«t of 
ted In tho %#<Qrld narloet* Ttm r«Man was that iii£«rior 
gredoo CorReiS bulk of Indian toft mxpoetm vbSah wice 
inoro aavoTMdy *f£6CteM3 by « dhriakaoo o€ <le{aaiid than 
the higliar grmSm a£ tm» 
lHa in tha i^ifio of toa in 19S3-&4 ^aa 4IMI 
to the i m t m m in coet of iJroduBtlcm on aoeount of 
higher taxea* higher ooat of f u ^ * tranaport ami laliourf 
But th# m a t liqpQrtaiit faetor In raiaing ^ l o e waa the 
ineroaaaa dariami from the europaan oomtriaa ^^leh waa 
i ^ t l y due to a r iaa in national inooaiMi af ttkoaa 
oomtrimt and partlir to tha aiAsatittition of %m for 
otiiar bavaragaa*^ Tha unit valuta of tea r e f i n e d 
•tatlA in th^ iMOKt tim yaera. But they (i^idcaly ahot 
w in ana I9s7«se« ttw mqpmt unit value in^aic 
of tna« wlilcrh eonatltfikad tfbout 16 peroant of the 
total aonMart valua had an iBvcrtant li«Mwt on aiqport 
prion IndeK and in i t a tvni on barter tamn of trada* 
ft* ii»if* I iMnrimr of mtatnntional c^omdity ivofelanw 
m i <iinr vatic* l9S4)t pm 44. 
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mm If mm wm # m 
(Bf tSULtot iUUfiS) 
YEAR { VOLUHS INDEX OP III0XA*S TEi^  m»€mt 
» 
1948 100 
1949 138 
19S0 106 
m i 119 
1953 109 
195 3 131 
1954 117 
1955 9e 
1956 IS? 
1957 116 
TIM ttiMVtt tabl.« ctKura ttMt th* volwne o£ tea 
••parts aMperiMe^d regular yvar %«> fltiotiMitiiaia 
dot to ehangM In tiM r«l«v«it varitfbXM lUw produatioa* 
•toidai* <}iMlity and tiM mtrntm of norid dMwid, But 
til* ««port qiwtum abmm tlit 1»m« throuBhout 
tiMi pwrtod m M «MMRliMticii« «MM|it in m s « Ttw 
r«Mon for tiiis Mtbaiii wm tii* f « U in einalw by tiw 
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Bri t ish a«rlo«t and « m x M atiift to •liMtitutiMi l i k * 
€»of£«« in tiMi U.S. Bmmum tmm v m a B»J«r mepcrt* 
tha «R|>art volumt of t«ft an • Impact on xndia's 
ineom tarvis of trate* 
Naset to jut« fmnuiaaturaa and taa* oottoo tasctiia^ 
^ u i ^ the n»at iir|xirt«it aourea of aoepcrt aaminoa fcr 
M i a fer tha pariod wdar atudy* iHeiy ecntributod 
peroant o£ India*a total amiijal. export raeoipta. 
Zkidia bacam a imjor expattme of eotton taKtiiea only 
during tha po8t««f«r pariod* Bafora the aeecand war id 
%«ar India waa a heavy net i e i x r t a r of thia itfti»« 
m w , M c ^ ^ w 
t m ; vMJtm mmi or xitoxA*{? COTTON TCXTXLB 
i 1. 
iMt««0 60 
t f S M i 138 
mi-fta s» 
aantd*•••• 
93 
rmi • EXPORT EARNTfios < ^mm ) 
•.••I a. ..I.... 
70 
73 
19S4«6S 67 
i9SS«<6 64 
t9S6-67 67 
1957-58 63 
The «K|xrt roeoipts of t«xtil«Ni i«ar« 
in I94&*4f due to «oiit« Ommmtiff «siHreity* 
«9iili;>iit lmi0 tism of cn^MjrtAbi^  •ivplus 
mm wmmftm* ttw fMsct ts>K> y&mm^ S94MO md 1950«6t 
mn^ pmimmmd • ahwep rimi In mepatt mmimtt* i M m t m 
%li6 ilmmlmtl&n e§ thm Zndliflii «nax«noy md %km o u ^ 
liTMlt of tiM KOTMR m f i r s t yMT tiio <!«••« 
pUn period* xmiift oouid « not witntaitii bar 
pooitioii In eoitm Uactilos jhkS «liir« MM « sliHrp 
doaXioo la N r oaqpcrtii* t f i s aa^iort ootitriotiw 
bo <8^otBo<t hy Vtm^ imtan t fir«t# %lio of %iio 
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KttTMQ liir boom and thm wri toh-ow to tSm ha^/mm 
R«rlwt a l l ovor tha woridi Meoad* the rMtriet lons 
iniMMNid an aMport* (iurlag tha pemviom yaar in ordar to 
oonaarva aMpiaiaa for tha doniaatlo tmtkmtf and third, 
tha Ifioraaaed eoapmtSivmmt offared by Japan and u«K, 
to oaptvra a graatar ahara in tlie vorld murkat* 
m s s m w e ^ p * 
YEAR WIT VALtffi mOEK OP COTSm TEXTILES 
1948^9 ioo 
1949-60 91,2 
19iO-6i 99«3 
m i « « a U9*2 
97.4 
8t«8 
l9S4«iS 83.8 
80 .8 
1 9 S M 7 TI .9 
gQMMiaiCoiiautad Crom tha l|r«da statiatiA 
pi«»Iialiad by ooex I. S* 
95 
The iatcKiMitlaMA prlo* flUBtuitioii* of crotton 
tttxtllM goMTftily « f f « e M tlM m&sxt prio* of mdian 
Qottan t«KtUM« Th« world eotton t c x t U M ladK^try 
not m p a r i m i n g the boom dtirlno ttw year* 1 9 4 9 ^ 
to 1 9 5 M 2 M a l i otlMT induatrioa 414* en tho eont^ 
rary, thsro %»«• « mild roeooaioii in the Induatry during 
'm>lm at (XX) ravaala that eottan tcKtUaa 
did not ahare oqfitaliy tha proaparity anjoyed by othar 
eotrcnodlty axporta during tha aarty i:«rt o£ tha p«riod. 
The ataady daellna in tha aoeport prlcea of 
cotton tosKtUaa aKpartansad during m 2 « « 3 to i9S7«S8 
waa <Sua to tha atagnation of world aoqporta in thaaa 
taKtUaa, 
tttklo 22(1 x) laalov will halp m In undarataading 
tha meagre growth Of world trada in ootton taxt i laa and 
t a a W » falling ahara in i t . 
BRPorta pitflwd VP raurkadly in 19SM7 but 
difi lai i lUM wara noUoaiblo from tha aaeaod yair of 
Plan« fha alorlaiiaga in a^pcrt valua waa dua t o : 
( i ) aattiag of taactilo laillf^ by M y eoiiitrlaa« <U) 
inrposition of Impart raatriotiana/ii«ny lapartliig eoaatriaa 
an aooQiait of balanea of paymnt difflAnltiaa^aiid ( l i i ) 
96 
aggrosaivtt foreign ooBipmtltijtm0 e^peelaULy from CliiBft. 
BS!dEJULii$2« W m P ^ 9 i ^ W t i 
ffKl of 
(000 m t r i e Tornitts) 
YEAR ; VOLU»<® OF { V0U»4E OV | 
(0) {WORLD EXPORTSiZNOZA*8 EXPORT 
ZNDZA*8 SHARE 
(KtBCENTAGS) 
(3) 
m f r - 6 0 839.7 94 .8 11.3 
< A w a g e ) 
10.5 1951 989.8 103.5 
19S2 800.3 81 .0 10.1 
1953 745.8 86.4 10.8 
1954 876.3 118.7 13.4 
1955 832.2 97 .0 10.4 
19S« 878.7 93.5 10.7 
1957 948.3 113.0 11.9 
1958 8B1.7 89 .8 10.5 
195«,58 891.9 98.7 11 .0 
ikmngm) 
coii|»it«d t c t t iXt i , 
source of data £or v e«>V»«X 6 XZt R*B*Z., 
Report can cirranoy and rinanoe (varloiai 
Zaauae)* 
Na find that th* world trad* in eotton t « x t i l M dSa 
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not m m slgnifiieanUy durUig ttw period« 1946-SO. 
Tm factors war« re«|)«Mil)J.e £<ar thl^ trend* F i rs t * 
ttiore tias a grcMlng IMW of non-cotton tcsctilaaf aeaoncl^  
there had been the growth of import eiibetitutlon In 
various eountires* m ^ result# the ra te of <|rQ«»th 
of «i«3rld export during 1948-50 and 1956-58 tKraa quite 
low at 6 .2 r^ereent* ftouever, i t was higher than the 
^jroirth r a t e of India's exports as a wboie* The grcmh 
rate of cotton es^jorts was only amrqinal at 1.3 iverocnt. 
Mo one can deny that one of the faetors af feet imj Indian 
exports during th i s i^sriodi was the slu:::;gi8hne8@ of t#oria 
«^cport@ in oottcn tioetilee* However* i t was equally 
c lear that India*s eoapetitive a b i l i t y aleo beeaine mtiker, 
ae was evident £rom the f a l l in her r e l a t i v e share of 
li^Ue the international cietmnd was ea^^ging* the 
production of eotton t e x t i l e s in India reoorded an i^ pwara 
trend* 
The pereentage share of esti^orts in the total 
output of oottcn tsBctUes was as higii as 33 peromt in 
19SMI* Though the produstion continued to inorease* 
the eiqxarts were not inereesing proportionately* The 
result was a reduetion in the x t re la t ive share of 
eacpert* to total input? The share of eottcn eocporte 
7* 9»Jm tmuA, <*i9q9«rt P r e ^ w t s 4 soonomio orowth At India"* 
Menoiiito Joivail«iM 1999)* p. 496* 
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In the i r output r«@i»t«ro(! a eiantraetion from 33*0 per-
cent in 1950-51 to 14.1 pare«fit in 1957-SS. 
he the lupast pr ice l a «n i0|>ort«nt variable in 
the determination of t@rn« of triie3«# let m study the 
trewS in inpaet ptiee of imjor iufxjrt grott^ dirifKJ the 
FOOD^  Dt?W A?m TOf-mCCO. 
Ust m f i r s t take t h i s category of ir,ports which 
canslsto of c^reala, dairy |Xoducts# and 
of 
tobacco, .'Xiriiig 1949-SO to 19Sl-52# the 
cat®«jeiry fornied a very inportant p a r ^ of m a l a ' a t o t a l 
icioort Uftit value inaesc of Foo<l aclnk 
ffliOStecs* 
TEAR ; IMPORT UNIT VALUE XNimC t 
1948-49 too 
49»ftO 96 
S M I 97 
51«S3 118 
isa 
Contd««« 
99 
YEm ; I^JIWT xmir vhhm IUOEX — — 
53-54 120 
54-5S 103 
55^6 111 
56-57 145 
b7-S8 160 
sowc^ I s , Calaulatad. 
issixsrta. m 1947-48, thoir share a£ India's Uspa^tB 
6 
13«S perc<3fit ^ i e h m n t to a^ s i^fjh ao 30«3 yetemt 
in ti l is c l e a r l y Bhme that ttm value o£ £ oa« 
'Irlnl; and tobaeeo vm® inoreaaing in India's to ta l lnports* 
TablacZX)23 t a l i s m that Inyiort of food had a iwovKMm 
iJB^ p&Bt on tartns of trada t i l l 1951«&2« boeatisd tha lK|)cart 
prioas did not r i s a raueh during th is psriod, Tlia s ^ l r l s s 
during I M M S «fas In oonsofianee with the ganaral vmmnmt 
in tha wicarld priea* Tha r i s a in prieo of food produets %ias 
l a s s than tha r i s a in prloa of raw rnaterials aurlag 1949^^0 
and 195<Mlt? Zt ean ba attributed to two raasons* First# 
tha sypP&y of food was ra la t iva ly e l a s t l e bcioausa of t 
e« •Vtia s ta ta of Food & Agri<nilture# ueviaw and 
oiiklook«« (nam, tS6a}# ii^ . ii« 3)*aB. 
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favoxarable erorti, -'motm ,^ tfit«matlcnal cc««r»o.iity 
amreer.ienta & fnvoiarable impact on th« pric« of 
focf lir|3C3rt<^ l by Intlla. The raftson vJ'ao that both wheat 
imd rice which fort«ied n^ s^ urXy 57 aixs 20 ym^c&nt of hac 
food iitporta* r&&p&stiv@X)f9 wer« li.fjcrted mdor the 
It regulatlcoe of cornto3ity ogre^mnt. 
But during 1952-53 to in|,urt 
of fixxi* <lrlnk and tdhmtso had an advfxrae i P f ^ t on t^r^.a 
of tra.Je, The iKfxart ixSxs&u oi food, i « r t i c u l « r l y during 
end 1957-58# shct Mp by than bO i-^oant antl 
a^lvecseiy off«Jte»i t€ra« of tra-J®. the rcaeca tmce&sL'-' 
tatlng larye iufiCdrte of iood'^aina aurij>y th& iaa t ^eara 
of f i f t i e s was th® cr«J3> £ailur@ in India# ^^'t ioulariy of 
wtwit. Xn'lla ha<J to btuy in ttie op«n raricet b«*«u»« of the 
i e i t in l i e s * itie <^«orld oBrket prices of £(XKI 
grains hail 8t±Mitanti«lly ineraas^it during this i^nricxt <iiis 
to a r i s e in viorld demand for food* r i s « in the infiort 
priee of foodiiralns c ^ i o u s l y harmed the terins of trade 
during the aeoond-helf of the f i f t i e s . 
In iuBportimt raw materials if)i>orts« ws inoXueSe rair 
eotton# r«w jtite* petroieiim produots l ike oi l and other 
oi l pcoduets* 
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The toport of raw tiaterlaJle £oraod i^oreent of 
ir»{)crto in I947«>4a wtoeh itioreaeed to 29*4 
pereont In I9S0«61, In othor weeds, s l ight ly lees than 
one third of the total int^orte wwe accounted by the raw 
mter ia ia* o£ these raw imtciriaXs item ootton accounted for 
3.3 and petroleum and petrcOleiffli isrcxJuots fcrined 
8.3 paecmt of the? total import value in 1957-58. 
i«i?crt. lini^t,.yylus. i-iatecialg. 
l$48«49 to 
'•rm'i t vm,\!f. or um mrmmh t 
1946-4Q 100 
49-SO 103 
50-51 106 
51-52 173 
S2-51 116 
33-54 lOB 
109 
5S«66 114 
111 
S7-S« 12S 
caloulated, SSSKSSt* t»*G«c«x. 8 . Csleulatod. 
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Thet stiootiiig itp of invxart prtoe« of tmt nmterimla in 
i951«»S2 ma a resul t of Korean '"Sar advorsoly tlie 
not bart«r tormi of tra^ dlo* ihar® a f te r , th» iaport prJUsw 
re la t ive ly deolined from the peek of 1951-52, though they 
refmlnod above the baee level* inuring they 
esccarted an adveree e f f e c t on terine of t r a ^ but i t waa not 
of a hii^ h ineonitucSe, 
C-C at met 11 ly 
Oil %ias the most iii|>ort©iit^ among the raw aater ia l 
ifqports. I t coostltttted about one third of the raw rmterlalo 
iKported during the yeere 1949«»;.iO to 1951-52, itte inerMS© 
in the prioee of o i l dtrinci the hike in o i l pricea had an 
unfavourable influence on lntUe*» terre of trade during 
194&-49 to 195^'-64, Th^eafter , t i l l 19S7-50 the iJTiJort 
ixixsm of o i l re la t ive ly deolinetl and« therefore« ddjd not 
oeuse cmieh daciioge to tlie t e rm of trade* 
the price of iiianufeatiared eonnoditiee ime the ooet 
inportant faotcv in determlniiio Zndie'e terms of trade 
•inee they formad 50 pereent of hor ioporte* ttie naier 
eonmoditiee in thin oategory <tf«re iron and 8teel# e leotr ie 
oMihiiiery* aon-eleetr ie foaahiiMry and treaa|)ort equii^Qant* 
'SMm (XX) as ahoife the moveiaaot in iiiport price of oenufao-
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tvKm aurlng S948«6e* 
M M mmM 
(mSLJ mMP f IPP> 
YEAIi tf-tPORT mtCE mmx 
too 
49«SO 95 
SOmSl lU 
S1-S2 145 
52-^3 137 
S3-S4 134 
B4-&& 136 
134 
13E 
57«58 116 
SgagsBi 6 8* 
Itw iitport prie«a of inaiiufaeturtta <iuils# 
higti dmijoo l 9 5 M a to t 9 S M 7 * Xt only In i m i ^ B 
ttmt tlity eafw doim* ttw high iiqport peiem of BMHifao* 
tmm pvXM dam 2iidJA*s tortoi of trixSo. vae mitmpl^f 
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the iQCMsrt mlt vaiiw o£ vehiolM iixareeaecS to I32«3 
pere«eit and that of ate«l to iSt*7 per<iant in l9Sa«53 m 
cafiparod to the baoe yeatt I94d<^9« 
Poet of Tncila*a Ijiporto of nTEuiufaotiarod ccKm^itles 
eafi)© ffroB! the lirjited KingsSaa. Xt ae^ '-^ r® that troJia*© 
trade relatii:^£} with thje U-^ltoa Kingdom!; favaurably Influtenced 
terna of trade*. faetore is^ ere rasponsible £cr 
this phcanufnenon. First« because of hiatorical t i e s with 
lAxitedl Kifigdom, Ikidia paid pric*M( to O.K. than she 
t^uld Imve jjald to othor European aoiaitriee. Scccaid, the 
united K|jn9dQii>i a coofMurative nM advantage in the produe-
tion o£ capital goods arising trorn a greater ava i lab i l i ty o£ 
capital and s k i l l . 
Msohinery wee ccie o£ the ttiost iisixsrtaat ooikniodities 
in the ispoKtB of nanufaetures* 
m m A M l M ^ m m . n iff, tf, 
( m t l O l ^ ^ S L s L i f i S ) 
YEMl * WIT VALUE ITOEK 
* 
&9S4-6S 214 
|9SS«M 342 
138 
2sa 
somcBi OOCZ & 6* Caleulated. 
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The inpcart price of imahia&ty rose vary aulMitaii** 
t l a l i j ' bat no sjcjrioue hare was dkme to India's t&cm o£ 
trade as tho iuijort prices o£ e loetr ia equlpuwit* iron 
and steel« nmntsfactures o£ cnetaXs were rather low whieh 
counter balanced the high inport ptieea of snachinery during 
t i ^ l a t e r imXI of f i f t i e s , 
Tim EF'Ft-CT OF tyi^AhmTZON a? it-iQiA's Tmm or 'mM^t 
suited Kingdom amwiBucjea the •ievaXuoti.tw of iwr 
currenoy Ui Xn^lc. £olloi:&a s u i t , tout 
s^kistan rofii@©d( to oblig©, m<aiia devalued the rupoa by 
30.5 pereoit . There were two reasons far mdiA to follofe? 
the lead of iMilUsa Klngdorii, F i r s t , in<31a was facing rf» 
acute balance of payments problm. second »Uiited Kin^doiii 
^ma the inoet i n i x r t m t traae partner of Zadia, India» 
therefore* (SecldeA to devalue in oraar to avoid the l o s i ^ * 
Devaluation did not advaraely e f f e c t India 's t e r m 
o£ trade as indicated by t^ie foll«Mfiiig t&tlMi 
v^m ^ t ' f mm 9i vnm Mm 
; EXPORT UMZT: IMI»QRT W Z T ; ^T ITF I tmm 
* VhhUW * VALUE * Of '£KADX 
M^m.^am. IM9 398,9 z n . 9 194.0 
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M i a J i i l J i j L a a M * 
jfKFCjRT uwrrj iSfSPmt ut<l2T{ 
VALUE * OP TOADB 
J u l , * 1949 371.S 3 1 2 a 1 1 9 a 
c e t — Pee- 1949 380.7 335.1 1 1 3 a 
J a n . * 19£>0 407, a 336.7 lao .o 
soyrcot s.c&liiua.at®d« 
le find that yrilt value of escjxctc eontinue ? to r i s e evesi 
a f t e r d e v a l m t i m , 'rtie decline in barter tm'vrs o£ ts-aic 
in the third quartar of 1949-50 was not the result of any 
f a l l in aqpcct ptise but a fj'ore than i:ccportic«;ate Inerr-aac 
in lisfiort thrice, adv«r@» in tcrrrs of trci.;?^ 
mua ahfort-liv^d axia ttiey agmin attalriet^ their i^e^devslua* 
t i c n l e v e l In the l a s t qmet&t o£ 1949<^0* 
flio r e a s m s £<r the £mt ttmt dtevaluation did not 
adversely affaet ZndjU'a tartna of traOa «#ere fourfold* 
f i r s t * tiia rnqpcxt {prle#a« part ioular ly of raw Biatarlaia^ 
mP9 nalatained a t the high level dua t o the boom gaiM^ted 
hf the Koraaii smsn^Ag ma both Utiited Kingdom and 
India tad devalued their ounrenoiea .tho r a t e of mahmgm 
batwaan xv^m and poiaid atariing raaniiiad aaaa* Moreover* 
xiidla*« trade vith the starling Area aeeotnted fear about 
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50 percent o£ I t s to ta l trade turnover. These two fac t s 
oont>ined to exert favourable inpact on India's terms of 
trade, ni lrd, the non^-devaluation by Pakistan did not 
seem to have effected India 's terras of trade because 
of the trade deadlock between the two countries. The 
higher inport prices of raw Jute and raw cotton might 
terms 
have adversely effected the barter/of trade # but because 
of the deadlock/ the quantum of raw Jute and raw cotton 
inpcrts from Pakistan declined so much that they fa i led 
to exert any appreciable e f f e c t cm terms of trade* Fourth* 
the eitpectation that devaluation generally reduced the 
export price of manufacttares to a greater extent than 
warranted by devaluation was belied in the case of India. 
India's export price of manufactures remained at the 
high level because of buoyant demand for these products. 
Hie following conclusions emerge from t t e fore-
going troids in the various variables affect ing the 
barter and income t«rms of trade. 
(a) The marked detrioration in the barter terms 
a 
of trade was due to/proportionately greater 
adverse mavmamt in thefeaqport prices than the 
inport pr ices . 
(b) Znprovement in income terms of trade meant 
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that ttm loM • to ttM oountry dua t o tlio advorae 
movwnmt of wtpotrt and / at iiipart prieao 
has hmm tsora ttmn o f f M t fay • mora thMi propor* 
tionate favourabla ehanga in the qamtvea o£ <»q;>Qrt8« 
(o) ttioiigli tho inooBie t&em oi trade # gaina from 
trada and volucaa of axporta are not maetXy 
oon{Mirab3.«« there aKista a relationship bet««eeii 
thena* The ine^ ocod ternsa of trade l e a s the indeic 
o f export irolume e<3iiala the gains irmi trade* 
caine irtm trade i - Qw •• ^ ^ ^ i ) . 
^iA 'S G A ' n s r R^ -'iV! TivA'^f-r 
iSy&ilLSsUSSZrSS 
< m s i u J S 5 M l J £ J 2 S > 
YEAH ! 
t 9 S M 3 
t t S M S 
cyONS FROM tRADE fj-xc - O 
4. S«S 
•IS.S 
6*3 
Contd*••• 
(II)«lfacBMi. 
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mm 
m 
* • 
» 
GAxm mm miAm 
I9S5««6 •18.7 
i956«i67 -19.9 
1957*68 •18.1 
Cotifmted'. 
^ojssjit D.G . c . l , a s , caXcutta. 
TaissI® (21)29 a v«ry aigisifiisditt i n ^ i * 
cation* f ina that Zh<lia*a ahare of dlatr ibution o£ 
gain from trade ii^proved oiay during 1948-49 to I9SI«£2» 
aine« 1952*63 i t haa eonmtmtXt ocntraotad* 
( s s i t u s s M i J L i s a ) 
xKm I BAftm I MWm ! CHMiC^  ZNCOMt ! 3-YlMt • CflMlOB IN 
|t»iMi or[ ttovmo $zii IiGMO SToim or\ MGVXMG t LONMIH 
ItRAQC |A1PC»B*IXr t^til ftc tfU^ OB SAVROE«<»rf TTSr 
Cwc) i ( n c ) {(t>7«too ( w > { <tTr) j 
6 
1940-49 100,0 
S » 4 9 ^ l o s a 
|9iOHIl SSS«S I<1B*9 
too«o 
1I4«S 
I I 8 . 0 tI7»4 
oont)dl« • I 
mm (zz> 16 goofa. 
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0 1 2 3 4 S 6 
i 2 6 a U4*6 123.7 12S.3 
86*0 ioe«2 93.7 118.5 
i9S3«64 93.4 101.8 101.8 106.4 
19S4«65 94,6 91.3 108.3 101.3 
6 s a 9 1 . 0 106.7 106.6 
£i3*4 07.7 100.1 106 .O 
i957«6e 84.8 80.1 111.6 106.1 90.4 
Coqptit«Kl« 
m order to masxtth out mjar ixragulariticMi in tfie 
courae of trade and priee«# tlie oaXetilatiofie of 
bmtm «fid imom termi of tr«de hevo hem n d e on 
the bMis of t h r e e - y w moving evoroigee* The hem 
aeleeted 1« not m tixed atm» but one retsreemtiiio • 
tDrett year eirorege oeBtflred eigiit yeere before the 
m r e n t year • end henee neived fortcard ceeh year* tlieae 
eaioiilationa ahour a c l e a r doimward trend in barter teriaa 
of trade, ifm deollne In a t 20 paroent tme 
quite ateep* Though the Ineotoe of trade mm abene the 
baae level throughout the period* there waa a ionfHPin 
I l l 
TfMs iii)^* Itw ^utglr 91 ^ f i m 
9 l flu H^?fffft ffg 'i^.^ff 4,11 
* ' 1 * ' * 
iiSKfORT PftOn KXtOXdETZCM* S iSATZQtihL 'LUoS* 
SCKSDS. T^^ 7«AI>8 J VALUE OF FIXINI £ UR *AMFII* C A U ^ 
* ( X B crora*} Si948«*«9»100 S OHT^  (WXTH * HX C H A H ^ J E H IN 
* * f itTABlS OARtm 2 BABtBM TMBi^  Ut 
Of m w s I XHADS 
: (If Cror««) ; (b cxorea) 
i 
t 
I 
i 
194&-49 4S1 100*0 m mm 
1949-50 SOO l o s a 475.7 t 24.3 
19S0-51 597 112.5 530.7 66.3 
1951-S2 729 126.1 57@.l •150.9 
19S2-53 572 66 .0 665.1 - 93.1 
19S3*S4 526 93 .4 563.1 - 37.1 
19S4-SS 567 94.6 620.5 - 33.5 
195S*56 403 S5.1 70 i .5 «10S.S 
I956«57 614 63 .4 736.2 -122.2 
19S7«5e 628 86 . 0 730.2 -102.2 
ei«t *Losa* 2S2.1 Crores. 
uf -
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d«Mn«iard tema in i t alao, 8tit« thm daeilna « t 10 
jmemt iji i t wa« snttlXcr than the aeolitie in bartor 
Fiaa of tradtt« 
A N R-: -S i N; n r r F I "i ^ ^ E X P E R T t AK N \ 
La^uiT^tud^ha ioaaec that India*a eocport 
proeaoda au£farei aa a roault of the Icxig-^run aetariora* 
t ion In i t s bartar t&twa o£ trade* The value o£ eMporta 
adjuatod hfjf the ohaiiQe in the tarma of t r ^ ia ahonn 
in the laa t Qoiuen of tahl.e(lS.3'/Ut reveaia that the 
rea l value of axicrta (in terms of their cotmeiyS over 
iiqparta) would have Ijem 730*2 ercrea in i957*«a 
i f the ancport and iuipcct prieea of ei^ght y^mea ear l ier 
had a t i l l obtained* a l l oth«r thinga remaining the aane* 
the difference between thia hypothatieal aoqport euming^ 
and the amount actually realiaed repreaanta a national 
gain ( i f the terrea of trade had iiifroved) or loaa 
( i f the t e r s s of trade had detaricsrated)* m find that 
due to the deterioration In terma of trade, Xodia 
auf fared a loaa of ftu 2 5 3 e r o r e a in eacport enmlnga 
from m M O t o 19S7«6e« whieh eotoae to about 14*3 
paroent of the total trade defiei t during the period 
under estaminatioii* m other war4a had the t^rtna of trade 
be«n atable the actual to ta l tracSa def lc t of Bi*I763 erorea 
fee the ent i re p«ried would have bean amallar* 
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. mwm\ f t ^ w, ,m7*tfft 
Xndia'a lMHrt«r t«rini of tradtt m g e favoix-able 
duriJKj V'-m @fitJjr# perioa inclcsr study ooKi}ore<(i t o the 
hMe y m t , t95a« m Bh&m hy tttlil® ( H I ) 
Bage t l9Se • • 
YEAR ; mtmt . n m m m OF S p i ^ a m G ® ^WIIATIOT 
J EAI5WII TSaF^ OF I TO EAflTES T m m OP 
! HiAUB. : tfyVDB. 
<0) 
19S8 
m 9 
S 9 6 M 9 
tM3«64 
( t ) 
100 
108 
115 
111 
113 
106 
4* 3*0 
- 3 .5 
* U S 
- 4 . 4 
Ccntd* • • * 
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( m ) i cqnta. 
YEW? I immx mjmm or J imcBHTAOE vmthttm 
i tmm or ; bi s^m rmm etr 
• 'mum * TOAOE 
1964«65 108 (Ic change 
im 0 ,9 
t96S«*67* i n 4 3*6 
* ^elatos to th& mvmtage of tm n-snths 
fro^ June 1966 t o Kareh 19^7* 
sourey* Reoerve Banii o« nieports an 
Currency a Flnanse* 
The iDagnituEle o£ the favoiamble trond in the 
barter teriiie o€ traae^ hOKtevor* imried arena yaer t a 
year. The peak was regietered In 1967«66 when tiie 
Inde^ tousheS 124 (1958 • 100)* For the reet of t t e 
periedt bartflr tenoi oi tra^e IndeK £l.UBtuated between 
ioe and I t s * tlie i e v o m l i l e barter terme of trade that 
M i * anjeyea during th is period ean be attributed to foiv 
feetcre* r i r e t * Zndla benefited froia eMSMnaion In 
world trade idileh wm r e i l e s t e d in tiielr higii fluport 
i r leeB* Ttiie eomaed with fa l l ing iiqport prieea l i tre 
eminiy reeponaitole for favourable nxweoient of the t c m e 
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of tradki Indtieated by I M m (XZI) 2« 
msLg ( m ) g t ttidito— of Ew^orf n d i f m m u . 
YFAR J SJCPORT ItJIT VALim { IMPORT UHr? VALUE 
• INDF^ C t mOEK 
1958 100 too 
I9S9 100 93 
110 96 
109 98 
1962-63 106 94 
m 3 « 6 4 105 97 
107 99 
123 101 
1«9 150 
ift9 136 
* R«l«to« to tho vnmmgm of ton smitlui &tom 
nmm 19M to Mmli tfe7« 
flowff^i RoMviMi Bank of lkidli«« R«swrt oo 
Ci»r«ney « f ifionoo. 
H M tablo lAiovo oloariy •IWMV that WHMEOO* tho 
m^port i n i t valiw mm eoiuiiot€iitly mxyvo tho IMIOO 
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ttiioiiglioat tii» pmtioa, th« iiqpart unit vftiia* 
warn lanmt than thtt hMm year upt» i964«*6S» Zt wm 
only in that th« inport p t iem itmtma^^ by 
44*2 p«re«nt a« « reeult of danmlutttlcn* «v«n in th* t 
yetxr the r l e e in mpatt prieee wm higher a t 49»S 
pereent. zn the next year« lihile the exiJort 
prieaa calntaltiedl high ieval of the ix^evioue 
the iiaport prleee daellned by 9 .3 pareent* The re8i:at 
v^ aa a record epi^t In barter terms of trado by 24 per-
cent in 1967«68 as e o e i ^ e a to the base year, i 9 id . 
The s^eoddl reaecii for the improvement in barter 
terms of trade «iae higher r a t e of iiior«MiS€t in licsrld 
decmnd for s m tifttetiale than the ra te of insreaee in 
their fhe ge^ between dmwmA and otitput puahea 
up the prieee of r m tseteriaXe which t«ere the oiain 
eocporte of Xndiia* 
Thirdly* the high docoeetio eoet of laroduction 
i«ae aleo refXeoted in the high esQxart prieee* But tie 
iaMt rwaenlaer that liigh doaieetio prieee oan be trane* 
fecved the foreign buyara only In the oaee of thoae 
eomnoditiee in wtiioh ziidi«*a ehare of the world inrliiet 
waa aiiMitantlal* ikidia enjoyed thia priveleg^ In 
thrva raajor m i ^ t m , vis« tea# Jute nwiufeeturee 
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and inl0«« dirliig tim p m M vnAm atudy* rourttily« 
bil«t«ra]L t rote and p«yiniiit« agrMiMnt* also Mf«» 
g u a r M th« cicpart prleo* duriiiQ th is porlod. 
mm T^jjtff. ana iRyort GTompg 
2t wi l l tieli> UQ to un<J@ratand tJT^ ii) 
Xl)dia*8 tetm ot tr&a^ in a better way i£ we study tf^m 
bert«v terRio of trade cmjor ea^>art and ic{>crt grci^pa, 
lable 3*3 t e l l a us that €ood« berverages and tobacco 
SEKporioneed favourable tarue o£ tratde as their esKipvct 
vtrlce^ were isrqpcarticnately higher than t t^ Inpcrt 
prices during this pqriod* m the ratt naterials 
Inedible crude tnatsrlals eam^t ftaels reeorded a 
%icrsening of barter terns of trade n«inly because o£ a 
S|ii»t in iii|;>ort prices* othsr rev m t s r i a l s i i k e mineral 
iuelSf l.ite'Joants and aniniai and vegetable o i l s «eiq;>flrieneed 
an luiprefifisiQMit in terns of trsae beoauss ^ highir eaqpcct 
w i t ipiaiys8« m tlis eategory of iaiinifMttive«3^ and semi* 
iaiiitf«o«ivs^# ehsnioals had the m t tMioyent t s r a i of 
traa«» fhe reason was a very high levol o i fiacport prices 
and a lov level of itrfjort prices* m this eategery^ 
lasnufaotives also enjoyed favourable tercas* But« an 
liqpflrtent iiqport lUce feaehinery and txmMs>act 
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a/i 
equipmant mamwmtlaOv&tm mavmmt in barter t«rn» 
of tradtt heammm ^ r«l,«tiv«ay hlglMr infiort priOM 
il'Mtn tho export MttiC esciiiiiiniiig the tr@£x38 in 
bartor t«rti« o£ trade, M m study t»Mi 1UOCHI» terms 
of trade in order to eoiqpere them vith the barter 
tersns of trade* 
MmsmJmmLMJS^' 
myLsmiA* 
BgjgLJ m m 
Yhm I jNDisr or BARTER \ INDEX OF mtiMTl n^com Tm-m OP 
} TmMS OF TRADE j VOLUME { IRADE 
(0 ) (1) (9 ) (3 }» (1 } X <2) 
1959 108 ICK? 115 
IIS 100 IIS 
t n 105 116 
l i s 112 126 
106 136 136 
I964«65 106 US 146 
1QS» ISi 135 
l i s 119 134 
t n 122 ISl 
* ^metes to the evtrsoe of tati months from June 
1166 t o {^ sKoii m ? . 
MSMKSM' tank of indie* Rai>orts on Curreaey end 
rinenoe* 
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zndia «nJoip9d « f«v«)iirttbl« ineom tmm of 
tx&am tirotagDout the ltS8«6e (mialtt 3«4}« 
It mm mm higikor than the b a r u r tmnm of trado* 
mo&m twtm of traiie flhow a omotant ugpAfard mDvodcat 
t i l l x% r e l a t i v e l y declined for the nesct t»o 
years# not because there nas any ^lemi^&ll in msepaet 
volmw but beoauee of the low barter terms of trade* 
Xt again reaimed its usward t r * tCHiehing tiie peak of 
I S l (Base t 1950) in the favourable movecnent 
in ineoBie mtm of trade Gaant that India's iapatt 
oapQOity was eonstantly expanding dvrino th is period* 
The main reason for t h i s favourable trend was the 
intaroase in eacport volune* itie export volmne indoK %fas 
oonsistentXy above the base level throughout the period 
under examtnatican. the ra te of izioreaee was a b i t slov 
t i l l 1962«63, but i t gained meamtim with the iiii>lefti8n» 
tation of ©select proeiotion measures* the r a t e 
inerease was quite high during t o i967«68« 
toushlng the peek of 135 in m SMsniMitloii 
of ineoos terras of trade of major groups e f produsts 
wi l l farther tlirow l ight cai the inoveiaiRt of India's 
itmoam terms of t rad* ( table Xli S)« 
1 2 1 
A 
^ m "4 m o p • • • • • i • • • 
if P r 
?! h 8j r 
i 
S t 
s 
tH* IT-
s s ig m 
US ^ H» 
9 «l» O 
O M» M ih *» 
M * M M O 
ttl 
to 
M W M ^ 
s s s ti is 
s » 
tt 
M 
ib <h m 
m "a 
s ts u 
In* I-
S 8 8 M 
S 
§ 8 
tn 
I 
e 
m 
t* I 
I ? ! 
§ 
i 
»i* 
r 
NIM#«il| 
4 
S 
s, 
u» 
H 
1 2 2 
TiM tooA0 hmvmagmm and tobaoeo groMp of 
e<»iif(ioiSi«i«0 «fEia «9qp«rljBeliig a m m favouraibl^ inBom 
tmem ot tr«d« than the barter tmm of tr«a« boeatiM 
tho Qxport iK>lun» of thoM oommodltieo r«aiat«r<ad 
t a n t i a i ineroBSos aiarlog th i« periodl* mmg tho raw 
n«terial8# Ineom ana bart«r toriai of trade movad in 
diii&emt direct ions, whila tiia bar tar tarraa of Inadibla 
etruio roaterlmle eyR a^pt fuala had ooiitraotad« their 
ineoiae tcrme mnmA favotvable envenant baCauae of high 
{ircwth r a t e o€ export qiiaatun* on the other hand« barter 
terinet of trade of snineral fuela and anisial and vegetable 
oH® had a favotirabXe wammmt biit ttie inccHne of teme 
of trade noved md^ mcmoly boeauaa of ooatraotion in the 
vol.«»i9 of their eKporta* t l i ia inaana that %»hiie the barter 
tarfw indicated a favourable poaiticn^ the iniMrt cape* 
e i«y of theae had reaUy gone 2a the group of 
maiMtfaoturee and aeiidU-imiifai9ti»ee« tlie bartar and 
inaona tarina «fere both fa«owid9l.e for elMBileala and 
m M m M t m , but d i v e r f d in t i n eaae of (naeiilaary 
t ransport 
•ndi^eoalpmsiit* Tiia barter tmm had moved unfavorably 
a 
hmmmm of/^fall in e>!port pr|jeea« but the iiwri 
in d m n d far thaae aacporta wmm aare thm irapartlfinate 
to tiie f a l l l a inrieee. The remHtant aubatantial 
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mepmmUm in m i ^ t ¥«»l.ivi» p u l M tm the 
%mm of txm^ ot mmhigmey ttampott mmi^Ksmt* 
Aftor Imving « i e ^ •« I»otli li«rt«r metA immm t « m t o i 
tr«ati« lis pettom tho iwv^iiiafit In the Indieaa ta 
unit m^ ^uiiib of tnajer mpaet md 
.iii|P<]rt oomnoaitioi thftt t t i l l ttirdtf fiirtlier l ight -on 
the change lii t« ra i <ii traiSe* 
For Zndia was tlm m&t ii»partafit 
tea proiuoijig ®mS es^portin^ com t ry In t l^ 3a 
ttm liit@r tmlf of she ims rqplaeed 
by e ^ l m as th® ifqrW*« larg«®t w c r t i r of tm* 
th»t ime not iHiil^ in tlio aiotigwlth Smm 
mmamnttmmt tern im& hmgi mm o i th@ tiro min 9marm» 
e i im^^im ^scohafitj^  ftir i t s ispartaiio# a^talnisiiea 
r«|kiiiy awrltig t l^ i ^ e r itie o<iiitrltoiitt«ii 
of t m to the e o m ^ ' s tfital eai^cct mmSmo 
aHMry&y fr«Ne t 9 . t peromt in t o 3S»0 
In itifi fu l l In the average janmiAl wane of 
«M|>«r%« WM ntash mro thm tir^ f a U In averose «nii««i 
w n t i t y of tiMk, IMS viae betwwm trcixl* 
la vo&im «n(3 valtie can ba csq^aiaoA la toriai o i tlio 
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•teidUy faJLXiag nvorag* unit value ot tea mpartm 
{rttolm 3 . 6 ) . 
ms^. mn ^m ^ yHm. mmw pi 
(Page t 1956 «» 100) 
Ym>. ; wrt valitt. wnrx ; VC-LUHE ifiD.3 o? 
J OF fSCit^ tf^ T J SXPC.#iT 
« > 
19S9 99 
1960^1 im G7 
1961^2 too 90 
1962-63 m 96 
1963-64 90 91 
1964-65 99 94 
1965-66 9S 86 
1966-67* 143 90 
1967«68 149 89 
* im&atM t o ttw «v«r«ge of ton montha from 
Am* 1966 to Maroh m ? . 
Report 
ji Hoserve of Iii*3l4i,>/c»i curir^oy & rinimoe. 
mw unit vttltM of fisqporto •tottilily aoelinod iq;>to 
1 9 6 5 ^ «Ne«pt la Zt touotied the lowest In 
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ThA ifliit V9X%» review! In and 
f 'A^ O^ C t i f -
itio a«9ll»« in th« prUsm/pxk. pittso 
In ttm fttQ« of r ic lng domNitte eo»t of proimtion* 
m world inixart doirond of imSian toA had fallon* Xr^la 
Iiat3 no option but to s e l l i t at lo(w«r prices^ shift ing 
th® ri&itig coift of produetlon to the dcf?ie?sti« 
I t wefl po8aibl.«!> to do eo boeotiM of growing dcTrtw&tie 
denaiid. 
'JTbe r<»a0cii8 for the f a i l in ttie e x i ^ t peima 
of tea v/QTo two-fold* First/ Ci^on was elging CHit 
India firom the '^?oerld rnarjoat bocftuoe of betti^ prica 
and quality aouipctlti-T^ttma* steana^ the worXd out-
pet of t«a yfws growing ditfring thla poriod^ while the 
world dfsmaiKl not incre&oing at a proportionate 
r a t a . This resulted in a daioiifard trand in woria 
«3^pcrt prieaa* 
Thm 9sxpatt volu^ie of tm aleo do^riined aa ahomn 
hyr w»liifln» tedc!K that vm® oonatantly txil^w th& ba«« 
l a i M l throua^ut the pariod. This siaana that toa 
••Storts vara auffaring from both IOM prioaa and low 
voluna during thia periods whioh laaant dotfiricration 
in both bar tar mA incroina tar ins v£ trade c€ tea . 
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m the Imf 1950T« ZIKUA W M the iarg«Mit 
prodiio«r and e9«»ort«r of Jiit« ownufaeturea in the iftirld* 
xt maommtta for 45 pmem% of ttm mtimtm^ wear Id 
prcaduotiGR o£ Jutm mnuimttjacea, and for alsaost thc«e» 
fourth of vaeM «Bq>crt«* JUto gcxsds iuro a l s o tiw 
alngle tnoat liqpartaiit axport vhleti eonatittttod 21 par^ 
oant of tha eouitry 'a to ta l foreign oMOhan^ eamii^a* 
By the l a t a 19fiOa, India had loat thia poaition of 
doBdnanea in ttna world murknt^ iO-ttKMiyh the Indian Jiita 
industry a t i l l aoeountad for more than one^ttiird of the 
world prodiiatiOR« i t a ahare in world es«>orta f e l l to 
about S4 peroant of the to ta l and only 19 pereant of the 
value of Indian aacporta t«aa mttributMrn to iute mmh' 
feeturee* An exanlaatieR of tmit value and v^una 
indieea of ju te gooda wil l explain the trenda in barter 
and incNsae t e r m of tratte* 
mm mn 
( l i f t f n f f i f 
m m S J I M PMMZCA : BBOS A SACKS FOI PACKIMO 
100 too 
101 89 
contidi«>«»« 
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t W ( m ^ 7 oqatd* 
YEAR J 
t 
JUTE FABRICS t BAGS 6, SfCKB FOR PACKZNG 
t 
1 9 6 0 - 6 1 1 3 0 131 
1 9 6 1 - 6 2 1 3 6 1 4 3 
1 9 6 2 - 6 3 1 3 9 1 2 0 
1 9 6 3 - 6 4 1 3 8 1 1 2 
1 9 6 4 * ^ 1 3 8 in 
1 9 6 5 - 6 6 1S4 1 4 8 
1 9 6 6 - 6 7 * 247 2 2 9 
1 9 6 7 - 6 8 2 3 0 207 
* a n y £iar t m itiontliA. 
SoMTOt Rm&ttnm Bank of xndla, R«[>art« of curir«iioy 
« i d Fiiumo«» 
hl^tior piFlam of Juto mRufaotwes tma diM to 
tim raUtivoly hi9h«r ptimm tnjoyad by 
M M for pmalkim «n<3 emwmt bosklag m sliaMii in 
HMTO w m tmmmm for th* fiwwatolo 
m i t ^ m m of iuto good** pir«t# tMMl«i oewtydoa an 
lNpar««it In pikm wmvim^mm and i t s prlsos 
polUotl «i> toy tiM grovliig woria iii|)crt domMid. 
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8«eond« tiM char* of e«tp«t bmMm InoaroMliig 
In Jiit« good* moA itfl fotehifig higher prlOM In 
th» world mrlwt than otii«r traditiocMa into goods* 
Xntamal £«et«r« lUe* laeroMing eomt of produetifln 
w«re «Ji(io r«MqpGtisibi« for puUiag up mtpart pciam of 
ju te goods, hucmowm, mm m Xmmaing msspmtme India 
wM abia to InfltaMie* world prieM of Jut* goods, 
,§« i i mm,,ft^ • 
(Pffff i ly^S « lOQ) 
YEAR ; 
< 
JUTE FJ^ BRICS I BAGS Af®> SACKS FOR PACK»1G * 
i9S8 100 100 
97 10« 
1961-62 94 
m a - 6 3 119 101 
1969-64 130 101 
1964-6S 186 115 
196S-66 lai IQB 
i966«67* 117 74 
i967««0 m 70 
* CBly for tan faontiia, 
jggfQItt ttmamw Baak of 2iidi*« nsports on Curraosy 
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The wmtMim o£ jut« ^Qiwiitt «9qport« •how • rising 
trma Aftor an InitlaX mt'-tmik in I960>*6i trnd 
TlMr4Mf««r i t emtiamd to Rcmi up, r^aofiing th i tht 
peak o€ 130 (SMWt 1958 •> tOO) In 19«3*64* I t mmnt 
thftt th« Ineonift t«r«Mi of trodo of juto fiOarios mvod In 
India 's €*voi8r dtarlng to 1967-68 duo to a 
8traii9 inpmrt dmmnSt Tho m^Ksrt voiusio of juto bags 
ana sacka was abovo the baao l o w i t i l l but 
s i ^ t a n t i a l l y eontraotoA In 1966-67 and 1967*6e, tlw 
reason for thia advarao trend In export volume w&b the 
Jmp in export pricae of Jute tmgs and saaka in the ^^^ 
tifo ya^a of the period under atudy. 
Cotton text i l e a raiaaiiiad an inportant vcport 
oomindity^ m m thousfh i t s ahara vaa daQtliiiing# during 
tiia p«riad« 19S0»68« Tfia eiqport prlna of oi^ton t«KtiXa« 
ragiatarad an inoraua aa ahowi in tiia TM.m% Tim 
tMklt value indaai iiea ebova the baaa laval (19&8 » 100} 
tlvougliQiit Vbm period, 2% ««a lowaet a t 109 in 1968«66 
mA higteat a t M l la 1967««a, 
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rm^Am) ?» f mmvm 
Fftaeiam of sUaOme^ T m s 
(miL±JisSLsLjm> 
YEAR ; 
« 
EXPORT WIT VALUE { 
• 
EXM3RT VOLWrn 
1958 100 100 
i960«6t 115 loe 
1961-62 114 91 
1962*63 109 92 
1963«64 112 9S 
1964<-65 123 102 
1 9 6 5 ^ 103 132 
1966«67* 156 108 
1967-48 161 106 
* CBiy for t « i nnntiui. 
• Reserve Bank of Repoeta m curreney end 
FiMne*. 
The r i e e la tim mit value of ootten MKfcJIee mm 
meialy due to the qmXiky of mdlm cotton teictllee* Thet 
qiaeiity vee fetohliig higher prieee in the world Mrket* 
The other reeeon wee the r ie lag ooet of aemeetlA prodtm* 
tien* Though india^e ehUity t o IfifXuenee world
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Of ootton t«MtUM was « r o M by low oost o o t M 
t«Betii«« £ram J^ ^pm mA Hongkong« s t i l l , ttm high lnt«r« 
iMd prltfos got r»fi«Mrt«d In ths mtpott i c l cos* 
whUo tho «9(pcrt prioo was rising^ ths eocport 
voltage of eotton t€octile« shGR««ei a dcMi trend. itM 
tEkdoBc vnus bfidow the base lewei durijig 
to 1963-64« but al ighUy inproved itom 1964*65 to 
i967«6e« itie re ia t ivo ly low levol of opcport volmm 
was ths r e s u l t of inoreasliKr eoiqpetition from syAthstio 
filares whose share in the world loarket was Inoreaslng 
during t h i s pflriod. Another reason for lower offtalos 
of of cotton t e x t i l e s from India was the i^iAeiaintation 
of Ootton l^nctiles Agreerotnt whieh e f fec t ive ly reduced 
the expert of eotton t e x t i l e s to devoloiied eountries 
from ths low wage produaing countries of the ihird 
Morld* the low eiqpovt quantuiti lasHit that the ineoiae 
terns of t rsds i s r ootton teaiti les were o i lower nagni^ 
tudn than the barter teriM of tred*» 
zn i960* xndia enjoyed a v i r tua l monopoly In the 
world aarlcet for oashew nuts. Although* during the 
l t60s« eonpetition from other sources increased* i t 
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liM c t i i l liiiiit«dl. Th» qutnt i ty mpaetmA vmm M m 
sdUlof! )esr* In tft6M& t o S1»0 miXXioi log. la 
19e7*6e, ov«r tlie period, ttw fciroigii OBeehm^o 
earnings £roin tho oxport of OMIMIW rooe by «bout SO 
porooRt. 11)0 otiNitatitiol, dif^orcnoe betwoen trends in 
valtift ana voiiana ean he oiq>Xaine3 in torn® of the 
iBproiwmant in pr ices # wtileh i s r e f l i i e t ^ iii ths iiieros« 
sing AV@rsgo tsi it vaXuo* AS A re)itaJlt# tlia share o f 
osstMRT leomais in the c o m t r y t o t a l mp^xt osmings 
Ijiereasoci £roi» 3*9 poreent in 1960-^1 t o 3*6 poresnt in 
19&7*HI8» A study of JndtocHi of txnit value and volume 
of oeslw^ <s«ports i igt i t <3tn ttie niovcffiMnt in 
i t s b s r t s r and incios» tsriae of trade* 
mvsyi ifft i f tdimi of m 
mmm f f ^tm mr^^f-
imrnjLmss&Lxm^ 
YIMI S KXPORT UNZ7 VAUIE $ VXPmt VOE.UHE • t 
if60-6i 100 ioo 
100 M 
1961HI3 92 t i t 
t M ^ 9e t t o 
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yiMt * t mptmt mzT value i t EXPOftT VQlAJm 
190 128 
m tt@ 
I3S 115 
1 9 6 7 - ^ m 117 
mamp^t o.o*c«z« 6 s . 
The unit valtie of oaaheM' exports experienced a r i e e 
pmttimaXmlY f-xm t964-6S to Tlie peek of 
135 (s«s«i t«as touehed in t966«67* llie liier@ase 
in iBcport prieei? o£ caaheM kernels was In fact due tHe 
hig^ prIcNM Xiidlia had to pay for import o£ rant 
oashoif The basic prc^Ien of the oashiM tesmaXs 
industry In India ar i ses from thm ava i lab i l i ty of vw 
nuts* tbs percentage of requirenwits of smt ornmimm 
net by isiperts roee from pmmmt in I M i t o 7S*0 
perosnt in 1968. itie bulk of tlieM inserts amm freni 
MoMHdbili^  and lenaeniA* the sett ing up of prooessiiig 
SxlJHita In East Africa r e s t r i c t e d the reir easlMnr nut 
m m ^ ^ evaiUhle for eaqport t o M i a . AS a r « n i l t « 
prices of raw niite rose* T i ^ e shos* that tlie 
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vgmxd tr«nd Un iniaort om%m eontiniMMS in tlM lAtm 
i960*** owing to til* ^mmlmtim o£ th» ruiMMi l a J m 
th« ^UamatSo oiarr«ney oomtB bsf liqpartars 
ro«« Qv«n tnor«« Qetmm 1962 «nd 1968, tlM avwrAge 
Ayfcfsif fft^ ^ l^aaBOt 
9smjm ttiff, of Rfftf 
IMII" ; AVERAGE UHXT J RilKE COST OF 
{ VALfE OF Wf I immTB 
I PCKT I 
1 9 6 2 124 5 9 0 
196S 1 9 6 933 
1 9 6 7 1 9 9 1 4 9 3 
1968 214 1606 
Source! i>«G»C«i« & a . 
ifll^art ptiam of r^iif ea(ili«ir nut« Incaroasad Crom 590 
Si* 173* iMir tm» 'Sttm, m emluc te that th« high 
taipart prlOM of amaSmt iMnials wtro <3ue t o r i s ing 
iiqpcrt eosts of rmr emrnhm nut** 
Th« volume ifKffiK of castieif lc»eiial« e3«>arti3 aliBo 
r«gl«t«r«d an u&mra diring tha period« iMit the 
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ifiQr«M« in wolwm m a r « l « t l v « l y a t « iowwr Immi than 
ttm r i m in m i t vmlm* rtm noxirt volmm tmiaXy loer 
beewuM of m •«r<«ig«r ifqport d&moA by aovlat Unioii. 
Tho I m r grcwtti In volum than tmit valuM niMnt t h t t 
the of imam t e r m of trado wos loi««r than thm 
bartar t«riw of tarade for eaalMW ^arnala during thXa 
pariod* 
i m s m -
Ainonrd the mpfict of wpircsc^aed uiatcriala 
froia India« matalifariroua area heim aiwayo bom quantl* 
t a t i v a l y aignif ioafit , sron ora, fnaoagaiMtfc era and adoa 
vhioh togathor cronatitiite tha iniMc of isheae a<pcrta« 
inoraaaad thatr ature In t o t a l «M|>ort aaminga from 
6 , 5 pareant l a S960-6a t o &*4 pwraant l a m ? * ^ Bitt# 
t l iair m i t valiai iadrar ataadUy daelinad wiiiia tlia 
ipolimi ladiK ahaiiad a vary atroog uptrand attaining a 
thraai foM aaipMMion in th& i a a t tim yaara of tha parlod* 
mm imi ia« mif% mw % 
„«, m§ f 
YEAR i UMIT VM.U1 { VOLUME 
1MO-6I 9 t 140 
tMt««2 M W 
OoBtd*** 
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t W (itp 12 mmrn. 
YBM • mjT ; 
w 118 
71 2J7 
w 27S 
1965-^ e $a 
loa 3 0 6 
107 30S 
* Reiatea t o tm month** 
somcoet nmmve Bmik of zndia* Reporta on CvKr^a^^ 
tt i< n«e«s««ry t o point out that th« tmit v&lvm miA 
voltim JndiAM oi tmUtXlHtrtmm OTM ercneimls th» 
dUlstliwtly difiMTcnt mit vaXut m& v&Xvm In 
III o£ thoM mliurale* so Imt tm stiady th«(i# raln«rals 
l i i d i v l ^ i l y * 
iron 
ttiaro tmm a s t r ik ing growth in India* s^ore mcpacf 
atffiii0 th« pmtioS tm&ae oh««arv«tlcgi« ssepcrt aaminga 
by 
iiiar«aM/iaQr« thas thres tlma* over ttm aattm tXm, 
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th» quMitifey of am mfport&A increesed wm mtm* 
by 4bottt tlvmmMarn M a r M u l t of t h i s rapid groittli* 
the •haro of Ircn oro in to ta l exiport oarnlnQS ineroased 
from 2*7 poreaiit in 1960-61 to 6*2 poroant in 
Thla aharo my havo bo@fi higher I f iron priooa had 
atayad a t thoir I960 immlm m r a a i i t y , tha pe iew 
daelined« vhieh i a qui t o ^iparant in tha domniard 
trand tn tha unit value indasc of ircfi ore OMixMrta 
CMble 1 . 1 3 ) . 
mmM 
( S f f f t |»fC> mJSSj} 
YEAR ; UNIT vMMim mo&x t ; voutfis XHOEK 
i960 100 100 
t96l 102 lOS 
1962 71 37S 
1963 71 291 
1964 66 S12 
1966 66 3S3 
1966 66 416 
1967 67 422 
1968 67 487 
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TlMr« MM Q«n«tMit acMtitr«nd in unit valu® 
during «0n«pt in m i * touching ttm lomat Im^ 
of «9 ( B M I IMO). Knowing d i f H a u l t to mdttt 
g«n«raliMition« alsoiit ircn «r« pciam, hmwmm og vast 
diff«r«notta in th« grad* «nd quality of or««# m o 
than we l i lw to point out that the world prioe o€ 
iron ore £«U ataadiity auring tha parlod unaor atudy* 
€n the othar hana« tha wl%mm SaOm ahcM#aa a 
m 
phanomo^ growth in tha aKport quantum* tha reaaon was 
tha rapid growth of worid marlcat for iron ora* Apart 
Croat atrong tfearld an i n i ^ t a n t factor behind tha 
high growth r a t a of ipoitvna of India*a ore axporta waa tha 
ovan^talinlng iii|)ort«ne« of JsapamMa fnarleat* the ahwa increased 
Of o^jan In iron ore aa^iorta/frooi about S8 percent in 
I M M I t o about 79 pare«it in Moraovar, 
OHupan'a abaoi^ytion of india'a iron ineraaaad from iS 
nlllifiii tona in I960 to about 7S BdUion tona in 1968* 
9 m m taotara ^ a a t i y helped tha growth of eaqtert voluna* 
VIM w y high I m A of n o l m IndeM i n p l i — that tlia 
insoMa tmtm of iren ere were mioh bet ter than the barter 
tflTM Of ^ade* 
Diidia*e eaiport perfortnanoo in mangawaee ere wae 
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quit* diMppolatiiig during tiw pmijeA$ ifsa«6d« 
Export oarnliig* d^oliiMid fr«iB $ 90«« nUlioii In t 9 i 0 
to $ in i f i0« « r««tilt« t t e s i i ir* of nicig«* 
ii«Mi ore in tiM ootxitry*8 t o t a i «i^partc f « l l from 2*2 
t o 0*9 paroont. 
I t i s dif€ieuXt to diiMcm a «ift£iiiit« tr«it«l In 
mspatt voltimt mm th» (inontity tiuetu»t«d 
mmi mrnM ^ f f ^ i f f t y t mmm* 
YEAR S VOLtJI® INDEX MMIGANESE ORE EXPORTS t 
tMO iOO 
i m 75 
IMS m 
IMS m 
i9M IVf 
t t i S m 
n 
m ? es 
mmm* W f y f r t e B s t 
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Hmmm, i t JU qui t * elmme that i t did not dcoiin** 
m f«et« tiMi av@ra9« of volwot ind^x for t96««i9 mm 
higlMr than tlw mmemsm i m xt i « tibvious t l » t 
tiMi prioM of iBKigmwM ar« maiMt hKvm faiI«R ml>«t«iiti«iXy« 
^ find that the wiit valiM <}«e3.ifi«d eontlnuotwiy through 
thm ^mtm^m «• depleted hf mfal« (ZZX) IS* ftie lofi#«i8t 
X«v«l waa r«eord«d In 1960 when th« unit v«au« d«oIlned 
by as cmieh •• 42 pcreent* 
im) yum m g i f i i f y f m 
(miuLmsusjm> 
WM { VHtr VALUE XNI3i3C OF MMiaAflESE GRE t t • mtpmta 
i9«o too 
I M too 
IM3 90 
1963 79 
1964 80 
1965 78 
1966 7) 
t967 66 
1969 S8 
i f i n r y Bmit of mdia , « « > o r f cui Cmrmmv 
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Thim drmmtia f a l l I s •ttrilmMblA to i (« ) th* g«n«r«l 
f a l l In world prjto«« of ifwig«in«M or« and (b) a datario-
ration In tha quali ty of ora aocporta from India. Zt la 
new gan<arally aooaptad that thara vaa a matkad daollna 
In mng^Qoe ora prloaa during th» The daollne 
in the \siit vaiua of axporte vm even mora 
tnarkaiS baoaiaaa of a atruatural ah l f t In I t a produotlon 
toifarda lowar grade oraa* The asqpandlng Oomwtie ataal 
indtMtry abaorbad an Inereaaad amount of high grade Qre# 
ao that thla ah l f t had I t a Iniiaet on tha quality o f 
e9cports« m faert« tha proportion of high grade ore In 
t o t a l eaiporta f a l l from 85 pereant In I960 to leaa than 
half of that levels In 1»68* 
l ^ l f f §> 
During Sndia waa by far the largaat 
prodmar and «Bq;>ortar 9 t nitoa In tha world* 2n lMS«ti# 
I t a ahara in world as^porta waa about 83 pmemmt^ , and 
anpraielnat^yt tha m m proportion of world output waa 
ninad la zndia, otar tha period aa a whola* indla 'a 
donbiant poaltloo In tha world did not ohanga amtu 
TtdM waa beoauaa (a ) I t had a vir tual onnaipoly In 
dopoalta of high grade ndbaa* and (b) miea mining and 
1 . wcmD^ iNvflrt an m w i M a m era , chapter v* 
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proett««iiig la ii highly lalmur ia t«)«ive a c t i v i t y with 
XittXe mttjpm for inaeiianiMd capital, intonaivs laathoda* 
The re la t ive ly abundant auppliaa of labour in lodXa^ 
thoreCora* gave i t an ovarnrhelmiiig cotr{>«rative advantage* 
E3Qx;rt reeaipta from uRi»HiufaetureK3 ailea mte 
inara or leaa atagnant throughout the pariod* Eaminga 
darivad from as^xarta of inioa manufaotiaraa wmee nagl igibla 
in tho e a r l i a r yaara but iJieraaaad a f t a r i96S«>66« oeapita 
this« the ahare of ^ a in t o t a l ascport eaminga f a l l 
from penscnt in t o 1 .3 percent in 
1VO c lear trenda are diaoemable in tits <|iiantlty 
of unraanufaeturedl miisa exported. The «acport voluioe romi 
TMBLE ( x i x ) i e t ^luma & m i t valtaa aidicfwi of mrnanugae .^ 
mrnm 
Y£Ait J VOlAJm ZKOEX ! UNIT VALUE IliOBX I » 
I960ii6t 100 lOO 
too 96 
lat » 
iO« 87 
Contidl* • • • 
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YEAR * VQLIIM8 dOKJt i UKXT VALUS ZMI^ 
1964-65 n o 88 
1965-66 1S2 73 
1966-67 65 137 
1967-68 81 117 
I & 8 . 
Steadily unt i l 1965-66 whan the reached i t * 
peak at 152 (Baae s I960)* cn the other hand* the 
average unit value <l€Ctlined constafitly t i l l i t touched 
the bottora of 73 in 196S-66* The decl ine in the pr iee 
of {Rica can be at tr ibuted to the eroergenee of iraatil aa 
m a eoBiMititer* secondly* eynthetio 0ilaa a l s o had an 
i n i ^ t on the demand £«r natural eiSoa* tlilrdly« i t 
eoiild be attributed t o liad eaqxMrting* poor quality and 
laAk of atsidardiaatlon* m 1966-67, the eggreecive 
potUoiM vmmma by the tsmmmmmt rmmeSimA ttol« ttrend 
rniA tfmtm mm an uiward trend in price** ttie aharp r i * e 
eRp«ri«Mted hf aiam during 1967*68 i * largely due to a 
•haip decline in produetioa fren 30*9 thomend t«nne* 
in 196M3 t o S7«6 tHouMnd* tonne* in t967«68« 
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Produeta of efigliie«riii9 IfKiiMtriM 
isportanee In XHdJUi's mqpott9 during thm 1960s* Anong 
th» nm^tJtMtlomX oxporta^ thMM *ii«if manvdtmtmma* 
mqfmimavA ttm mm% rapid qxcmthm EKixir^ of «Bglii«irliig 
rioodtt y/hUih warn only $ S4«l mUlion in to 
1 S5*3 MXXlm In whiAh emant • £oiir«fol<l 
eoqpiKtfflflii* M a r««iilt« tliair atiaro In tota l eocporta 
JURCMadl froi» 1*0 to 3«S petcmt dtarintj tim periods 
1960*68, 
Tho prieo aavmsmt of oxporta of cmqlneering 
good® can not bo aaaiJLy esN^ plaiJMKl £or« as i t ocjnalatod 
of a largo niKsbar of goodia having diffarctit prieo traid« 
¥et« cxi« iispcrtant faot of tho aixtioa had boen tlwt 
iMiiy of tho anglaowrlng gooiSa anjoyad M b i l i t y in aociiart 
prie^a baeotiM tho r iao in <Soiaaati<e eoata wmm not trana* 
favrod to «oi|>ar% prieoa. the donaatle pclooa of aiioi« 
iMMriiig goodto iNCO mmh hlghar than tmrid prIeiMi* Any 
tranafar of high eoata would hava roaultod In tho • lo«» 
d BMiMt «rtiiati una prieo olaatla* Aooordlag to any 
•atiJMito#^ daawtie ptSama m r o pavoant liigliar 
than Intavnatianal prlooa In tha oaaa of noat aagiaatfriag 
goeOBt cimstlt* thaao produata could not hava lioan 
a* II«M*« 'BKpevtn of mginoarlng oooda^i ir«b|.aBia 
and Vemptmm** mi BnlUtln <3oaiMiy« <3ot« 1970)s»»l7S* 
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oaa|p«titi¥» In th* iwrld lUHrlMt without hMvy EuboMiSft-
ti«a# moA, in fi0t« this had been th* ratimaJLe i n t e -
iyiag a l l th« liiQ«ntivo« p r o v i M t o the mcgoetmn of 
anglneerliig prodvets* 
The fflDv«iii«fit i» the unit value indesc ot iBochincry 
and traniqpcart equip^isnt i s <2Uite Ul t i s t ra t ive of the 
export 
Xow^prlcea of engineering produstc* Lov vsiit valu© alao 
demanatrated the fact that high doraeatis eosts ware not 
tranaferred to the foreign buyer (Table 3*17)* 
TftSLE j t t m i * m i t v»lue mdrn of sscporta og 
mmmne m isNrPwiii 
(Bi8SULlS§6..YJS9> 
rmi 1 « I N D E X 
1959 93 
91 
88 
t 4 
90 
t9M««8 n 
IMS^M 71 
I M M T * 73 
81 
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ttiar« -mta a phtonoftei^ (mpmrnloa iA quitatuiii of 
englniMGCing gotxle* «aiport«« Ttie CouctflNm Juiqp 
in tlM mKpaetm o£ mchiMtm and t ram^ort equipaatit 
indioatea tha trand of englaeariiig gooda ascperta 
( i a b l « The mmt iiqportiait imt<» batiind ttia 
yrourth srate Iri «mp(x± voluoie o£ gooda 
w«t«) the r«|>i(S develcHpnant of with the aoalaliafc 
comtriiMi o£ Eastam ]!iar«ipe« «flioa« ahare inestraaaad 
froiti v i r t u a l l y scero Sn to aa high aa 15*6 par* 
eant JA Anotlm- £aetar waa the eoeaoution of 
b l la tara l txade agra^inanta %7ith swSan ana 
Afghanlatan* Aa a r e s u l t of theae agr^emoeta* ot£««talea 
of thaaa eoiaitriaa fold, m faot* a 
l l t t l a ovar ono^thira/tlMi in ina ia ' a e»qpa€ta of 
angijiaariiig produeta# during the l a t t a r half o f tha 
aiaetiea^ i#aa a t t r ibutable to bi la tera l trade agraanmta* 
TAB^g mi} mm. mmm^ 
and iranapqrt 
C a j ^ I « m) 
TIENH I I H Q R X 
» 
Ciantd* • • • 
1 4 7 
m i l * Z H » £ X 
t962-63 3SI 
3S8 
655 
• ^ e l e t o tm fcattm* 
aottrcf t renic of miia^ SSBSEjfeS~HL^JE£S!BZ 
aHBd rtnariyR^ 
A« £er ac the tcreia of tradis o£ ^xiginet&ria^ 
prodyeiii «r«» ($ciiie«cii€Ki« I t i e quite e iaar timt tim 
ixmom tmem of t r«a« «iMre itiuch higti«' than the biurtar 
t«VRii* tli» rmMMn m » that %rhjUe the astswrt unit iwIub 
v a e c c M a duunmard t r m d tha mq^^t voXoine eajpariimioaA a 
eantiauoiHi aaalatioii , 
mm mm 
oivoir&e traocia irao^ Mrciad in the i h l t valuaa 
and vdmst oS. A atudy t t e imtmm miimtim 
tim peUtm Gn& q?tmtm ttt mjem iii|>cir%a uoiOd provlda 
m mp^mmtlm of the i r mimwwit* 
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yf./ bcrc cut 
l^ bod ift|}crts nmscsunted i^ or am mxsh mm 
of the tofcaX iii|9C3rt cercMla ware not^the woat 
iiqpcsrtaiit item In the cprotip but hmtkmet^ mn iirpartant 
inpcsrt GmKis&lty M t ! ^ te|jerta# ^iim sherm 
of e&emXm ^m as high m 18 percent during the period, 
.,,(,;tiX) p t Indioea o£ i t i l t Voliie & volum q£ 
SSEeeaaUEyESEM* 
« IQP) 
YEAH { 
f 
{ vciUi^ loo mssEX $ 
1960^61 
n It 
8 7 9 0 
a& 9 0 
i9i4«6S 99 141 
93 223 
I M M 7 137 261 
19«7««e IS4 226 
* to only ton months* 
jgoygggi Rooorve Bank o f 33Ddia* Reports on Cirreney 
And rinaiKw* 
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A XtxOc a t fchff unit voluo Index wil l teiX ii« that the 
prleos of cserMls rflfittlnedt depr^seiS <3tariiig[ the par led 
mmeipt for the l a s t tsto -^ fmecmt 1966*67 and 1967-68* 
The volttme of i^xsrts hmXm the base Imml during 
the matXy s i x t i e s # but the trend rjot reviarsetl aiiK3« 
and ccotinuea t i l l 1067-6&* tHe irqf^iaatiQii i s 
t^iat the i n m ^ temns r e l a t i v e l y inprc^rea during 1964 «6& 
as e€»tii|3ikrea to the ear l i e r ^ a r s » 
tia the reasaia for yi@ flustuation in 
iiqport tmit values ei^ v^tanes Mt0e- the ferelgii eoashange 
c r i s i s in 1956«S9« the iefiorta l i tre restriested and as a 
resu l t of quaatotn of ecsreal isiiorts coeitraeteS* There 
fras nc increase in ii^pert price as t ^ wcrld prices were 
passing through a phase of a«pressicii« Hie next :^ ear# 
19$9«60« recrarded a Imnpsr arop of wheat as a resul t of 
a good iMRSoian, The incarease in (loiaestio produoticit 
caused a heavy reduetlcm in the quoatun of impcirts* Am 
fsr as the price vas ooRoemed* I t contlnusd to ref lec t 
the lew world prices. But the situatidi was different in 
1960»61 as food abundance turned into food scarcity due 
t o low domestic production* AS a results India had t o 
ii^port a l i rge qusntun of cereals as eonisered to the 
fvevlous yesr* m addition to i t she had to pay relatively 
150 
higher ptiem hmmvm th« McetXd yris^ aituBtion s l ight l j r 
irifToved* m IQ6I-&2 the l«i?C3rt prise regained s tab le , 
but there wae a hmvy reaustisct in iet>t9irt voluiMi ttw 
aotnmtiQ situsticm infroveii fluiMitai9tiall.y« ftjodi 
ontpi;^ lemse in IMZ*^ due t o the vmgmSa* o£ 
^mtitm therefcre* in ttiie yme the ^ c i m e iregis* 
tared m imsrrnAmm 'Jfm JUiport prJUse remined iseiow the 
Isaoe ymg levrnlm 
Aa pointed out ebeve* boith t t ^ ini^cact p r i m 
at^ vialnco reriistarea en up^nra trend auring t964-68« 
mummm* the nm^ltv^m Inoreeae in qumttim mm i erge 
than the iaaemm in priete. itie reeeon in the spurt in 
ii^port was the pressure o i &mm»tiet denend in the 
iaam o£ trnmc €ksmmtSio stu^y. 
M . mmf m f i f f 
ifociHierroiis tretels also ae^ritpied an infwrt^it 
piaoe in India's eoncaoditsr oisKEfNBMiitiQn of inixMrts* 
Coppsr, MuntnitKi sod zine %iiare the iKitortsnt oomnodities 
in this grotip* ifie inport priees of a l l these nso-ferroias 
fnetals quite high dvrixig the psriod. 
151 
•PiBig ( I I I ) 20t unit v»lu. & Vttlum indiflM of wan-
I* 
(SSfiSJLl2§8.5Ll22) 
C 9 P P £ R J A I, U l-'i I N I U U h ^. C 
fxmm T t 
tvM>m 1 
m r r f 
!IH!?E5C } • i 
mpcMt 
vomm 
mmx 
f K'iPORT 
i m i T 
1 VALUE 
* vmx 
* 
{ li'-JWT 
1 voumE 
1 « 
t i 
1 tHsmt 
t m i T 
t VAIAJE 
t 
t 
J { 
t 
? 
• 
Xi^mMT 
vohvm. 
JUDEX 
(0} CI) <23 13) (4) (5) (6) 
m s 
133 122 99 126 119 
i m - 6 2 in 139 98 13S 1CI8 112 
tm 146 •9 197 101 146 
137 144 78 136 l i s 140 
1S7 l i s 97 124 1S8 117 
1968-66 212 116 97 lOB 160 131 
I966«67 416 77 144 ITS 223 83 
1967*68 319 62 1S8 186 217 108 
oommpt Reeerve B«nk o€ India* ii«i>art on Cunrmey and r l i i m « 
(WloiM iaauM) 
rtm iflvort i r l 0 « . of ci«p])«r rom tht<mtmat the poriodt i958«6d« 
tiM rwuKii th» domwiard trend in the produBticn e ^ « e i t y of 
the oocpcsrtere* so long as the inereeee In ini^ort unit value wee 
meiSerete mdie eontiaiteA to iBfiort higher quantum t i l l I963««4* 
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sino* than the iiqpcrt unit valuv atacted to 
regl«t«r a high r a t e of ixtesrmMm, maA ecomiqpMiitly tho 
quMitum ^aduklly daeXIned. i^hm th« iniiort price of 
copper rogietored it four-fold Increase tn imMST aa 
Qocqpored t o the wdlvm had t o be eiartailed* 
mdia ijiported a s l ight ly higher qumttmi Sn S967-68 
booauee the i r ioes cam doim q u a r t s in that 
year as coiitfiaredl to th© in the lari^ioiia year» 
m the oase o£ Mwinium^ 2ndia*a itip^rt 
diRasnd raccrdod an eecpansion^ touehii^ a peak la 
vhcn i t reBGrded a f i f t y pereent itsareaae m nasi^ airod 
to the base y&m^ S.9S8* ihe eocportera of alDPiSnium mxe 
able to hUce the ii^Mart ^ l o e a f t e r %iiim the 
shift In India'a inisort dematid evKvm to the i e f t Inaisatne 
more pronouneed* 
The ififwrt m i t veiue of aclno a iso showed r e i a -
t i i m ^ deollae tUX 1M3-M ae ooKfiered t^ 1960-Al and 
therefore* we eoiild afford to buy greater aiscAKita from 
om eKporters* the ijriee trend got reversed sinee 
with the eenseqiisnee of iower intake of sine. 
Mineral Fuels 
The iaport m l t valtie of mineral fuels shew a dcsm-* 
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mm U F I ? m m9n m% M I T m YFFJ^WG W I B M 
i mm t I9S6 * too ) 
Tmm 
I H O f 
UNIX 
iMywaf-
VwliUKte i mi's 
F 
mniissK 
i9Sf 73 m S7 
96 9S 63 
I96&-62 99 I2& ©0 140 
86 13S 100 
@i 170 77 166 
7S 120 75 128 
109 92 91 130 
1967-68 l@0 99 97 170 
(«) The t^t inaices are on tim av»rog«t of the 
tfMl«K tmetoetKn fox Umi ten mcNittuit fvcsn June 
to Karch 1967* 
taoiMraei Heiilc of laOlmt asports on Gwsentsjf m& 
tinmemt aoabav* 
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txmud during ttia pmtlea inmitm of til^Her IntaSee h^ 
MSm* ifm 9mm teemS. is- sticiiii hy ttm prissm 
pe^aHmm emdo (the eiost infycrtant fuel iefxsrt^d 
xadla) tf^ough tfie r a t e ©f dimlim irSmm mm 
s i ig l i t l^ mxm In t l » amm cxtjKie ti»ii ttw 
&ggrmg&tm o f Biinerals ffiljs ^ f l t t e renson f c r 
& Highmt (^iomtm Jjnpcjrt lat-wde patarcilettR otha? 
of la^fseml 
smMJmiM* mmLMm^mm^^M^ 
i s s s L J L a m j L i B i 
mhwm 
CO) (1) C 2 > 14) CS) (6) 
m 9 83 
t m « 4 2 82 
63 
t9«3««4 SS 
S4S 
I M 
344 
346 n 
55 
144 7a 
144 m 
166 43 772 
152 40 837 
CcxitiiJl* • « « 
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Ttitlm iixt) 
M U ) (2) C3) (4) (6 ) 
S7 244 77 159 40 773 
1965-66 C.2 es 148 S2 911 
an 367« 174« 7 r 1S06* 
84 490 l a i 227 71 2304 
'11)130® liiiSl0'is8 ares ba.mdi cft t ! ^ mf&emjws c£ the Intoc 
fitadaeirs £or thit tm mcmtiMi^  f r m ttvm tea i^ 'istrtsh 1967. 
^Iie SJugmm £or April aa^ ^^^ hem taken 
Into aeccsmt In t o theso svorsgoii oor^ f^Mipciitl 
t o T T K ^ Of vnlt vaJitie InaHeoB of thm MIRB period, 
cftetolcalfi and procSuet®* inporta?ic^ m m 
latemaodiAtQ goods Industry IneroMoc! witti the pe&amB 
of Indiastrisll&atioft* This osn hm roftlisod with i t s sohsKicetS 
pmemtmem shars In zndi**s inports* zts ro la t ive Qhers 
S«7 psreent to 13«6 poresnt diving the dosads uoder study, 19Se«68« 
Msmifaetwod fsrt iXlaor itisxxrts bsesins rolstiveXy uxare ii!%)ort«nt 
thm ths tshmijoml etetaonts and oonpounds* F«rtlliss«r mae^jm" 
tlno far S0«9 poresnt and eiMeitosl. slcoBnts ana eoapomd for 
a8«4 pscoflnt of the etisfiitoa]. inports In 1M7«68* 
the iBport t n l t vslue of ohsnlcsXs rsiaslttid Itm through-
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Dtat the period uncler atuely «iiKi thiv the reason o£ 
3 GontiQual tq;i»»]rd oiini) in the qtuttntum inportecii th« 
voItiRie hecatm about f i w fold! a t th« teriaimd year 1967«-68 
as coniMired to the ]:»sgiitiiliia o£ the period. 
The setee dcMii treat) in isqpatt pr ices was a l so 
©5q>erleiBiee!5 In ohemlcal elexneots and eonpotxidsi^ hut i t 
csontln«©d ouly t i l l T h e r e o f i t increased 
ntaderatel^r ^ reetilt of a hitih c:^ awth Aate In i t s infxart 
aeratid dim to it® tnereaaed use In the donreatio prodtction 
of chePiJ>«al products* 
AS %m have pointed be£C3re« the jpercenta^^te shaore of 
f e r t i l i a e r s insreaaed in India's ifqports* TTm reason 
i«BS a oontinucms Junp in the doiaestio dmmad for chemleal 
f e t t i l i s e r s beoauee t t » l r use for imsreasing aorieulturel 
prodiKstivity was waa beeotalng a s trategic neeeasity for 
eoonomie development of the oountry* Xndia was able to 
afford the treiaandoiis r a t e of growth in ifi|»crt volum 
beoause of a oontinuous 1<M l evel of ueniafattttareid ferti.** 
U s e r ' s ififKirt yrieee* ttie point to note i s that Hidia 
eaqpsrieiiQed a favourable trena in tmnas of t'rede of not 
only ohsinioals but also In their basic inputa 
ahentteal eleinsnta and their eompounds* mdia a l so snjoyed 
a favourable fioveiiiwit In terms of trade of etramleal ferti"* 
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l i m r s whieh aieeeler*ted the grcMth rmtm of ttm agri** 
eta^iral. mitpiit* f c f f t i l i w a bcilag an ossential Inpyt 
for incorming the f e r t i l i t y o€ the s o i l , irtie overall 
ln|proveii«nt In the terir* of tratie of cheifilaale and 
ahefi'dboal pcoamtn Troimtcd the cjrwfeh of aoniastia 
Gli«nicfal ETK-? rljaryiiasfieiitlcjaJ. imtuBlt'j- x^hieh c^iobi^Ji 
to nffoe^ tlie X^espact t^^xmititlm of 
i^filch In t t m resrdtoct In the higher c^oKieatlc output o£ 
ohifnilcal pccavcttsm ttila rx©at@3 an e x p o r t s © sur.plua 
and Mm atacted to anendoal prcdlwt4« m .Cact« 
the esQscart of ehwnlraal aoid phartwaceiatleal proaijats v^ aa 
ao high tliat thej* eauw t o be r©qar«3€3d as a n m -
tradit lonal expert by the la&i? alxtlcsa* 
^ h l f i f r y -AiTfnyport 
(Base f 1958 « top) 
S M C N M M T & S^J^AIMMR OMMTISUSCWXCAT | TRANSPCIIT 
YEAR ;i:ftAII8P0RT JTHM? f^ LSSCTRICALjmCHINS^ T \ w m m m T 
'EQUIPT^ BWT I 
Xi^ port Xspcrt tsi^crt Xnpcrt lofoict Xufx»rt JagifMt Taytart 
unit Volume It i i t vol urn unit ifolmm iftiit voluoe 
value xndeK valiie index VAlm mtlex valuEi zndeK 
Ikidefc HAfleK 
{0) it) (2 ) (4 ) (5 ) ( 7 ) C8) 
»Sf 98 mt 91 119 104 mm 
98 U 4 99 145 99 98 119 
CenlMl« • « 
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WAlt (H^? 81 gffifjlfla 
CO) H) (2) (31 C4) (5) 47) (8) 
lOS 134 lOS 13S 152 33 90 101 
in 13S 107 16S 141 90 116 91 
12$ 133 127 1S6 191 89 108 95 
I964«<6S lie ISl 116 19S 207 87 106 107 
X3S 146 136 175 143 124 128 92 
ais^ 103* 228^ 124^ 232^ 165® 64" 
i6S 121 ISS ISS 182 94 202 64 
mmmi & ^ 
* ^ in tho praviouB trnblrnam 
# Bmsmd^ on the avwrage of the ina«x number 
f o r tiMi ten raontH^ trem Jm« X966 to llarct) 1967* 
Th© taost v i t a l group of i i ^ r t a £rom the point 
of view of India's i§eommlc 'Savmlopea&nt wme eapital goods* 
wa had no option bat to i n ^ ^ t capital goods aa Xndia waa 
poorly andowed with capital input* Midtha capital gooda 
being eiq^tal iatanaiire* India whb not aiala to produce 
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them b e e a u c e o£ a o o i n p a r a t i v * cost aiatOwmtage* I n 
CftfMKT ft meOa, i i f f i c r ta t i cwi oi capital l i l s e 
niBohinary mid t r a i w p a r t aqul jpciaat a strategiA^aJi 
t i o e e s s i t y fee i m i x a i m vp m SfiatieferiaX i t i £ r « « « t r t i e t i r « i 
t o f a c i l i t a t e and a e o e l a r a t e t h @ pafse of i n d u s t r i a X l s s a * 
t i m i n l a d i a * ^rhe s t r a t e g i c i n f ^ r t a n e e t i t timctimmry m d 
t r a n s p o r t e q u i p o o i t I t r p o r t cm b e gaugect i ^ o n t ise i a c t t h a t 
tbro i tghot i t t h e p e r i o a uiKier sfcufiiy, t i i e i r p a r c e n -
t a g e s h a r e m t s t t i e - f o i r t J i c f t h e t«ti33. h L l J , , 
Tn the total Ipixrt tuinSe^ n o i ' K i l ^ t r i r j a i rtmsjiimery 
cloiniiiatedl auc^ng t h i s g^QVp^ a c c o u n t i n g i j o r c m t i n 
in ti-Hi ycjsr c . X e c t r l . « i X s i i a r e vf»a 
4 , 3 j>arT!!€Ttt t h a t o£ tranispcsrt eqti^.pmant vraa 4 « 0 tuoraanfc* 
A Xoq9c a t ttie inport unit value o£ machinery and 
traneport equipmont ahcMS a continuoua enhancement byt the 
r a t e of inoreaee was gradual* J^m a r m u l t <»£ devaiimtisn 
in iTtne 1966, the iffpoet i s i i t value in rupee ternie ahcvt 
UP* The inpert voli»w index ccantinued to eicpend despite 
the Jui(i»e in pri^ee* t m reescn being that the degree of 
iniMrt 8Vl>etittiti<fi was low t i l l 1967-68* The s«l>^^roups H 
ncxi-ieleetrieal meehlnory« e l o o t r i s a l mechln^ry an^ 
transport equipment a lso socperisneed r i s e in unit v^lueb. 
This peant that the n ^ t e r terttis of trade of trie group. 
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iaaebinoxy diM^  transport mqiaipsamtt ma wXX as tliat o£ 
ncm^eleciurical fla^tiiiieiry« e l e c t r i c a l taaAMa^ry out) 
transport oqulpo-iant. werii again&t India tSuring tdSSnSS*^ 
iis Car ol3 the incc»a« tersi© of trade mx® coiic«m®d 
tlley aloQ deteriorated in t ^ o£ the group of machinery 
and ttma&ott e^iAsiasmtf as tiusir i a ^ r t voium 
Imcom t e r m of trail« o£ the dofninant &«il>i|rom>« Qon«» 
e i e c t r i c ^ i n^ohinery also deteriorated Ib&c&asm ot txgwmx:^ 
trtma in i t a voXurae* isttt tSm incooie tmtm i^ircv^a for 
e i « c t r i c a i {BM:hin«s and tramiport eqaii^mnt in to«i post-
devaluation as a mstait of an iis^roventent 
in tile rat© of i i i ^ r t substituticni in c«^itaX ^ooda* 
thm devoXued lay Xnaia in aiin« 1966 
iiy 36*S p@r e@nt in terns of goXtl .r^ nd S7»S per omit in 
foreign exchange* roaaon w&s ecsoncHiaic presaure* 
mainXy the repid aeterioretion in the baXance of paynnnts 
position. ^ trade gep^ aXeo widening and therefore* 
the trade constraint on Xndia'e eeonoraic deveXop«ent nee 
heeoming heavier*^ Moreover* the foreign eachange 
3* Oienery* and &trotitcA»ii»« *iieveXopawnt AXtemative 
in an 4ppen iwononqr** >«Mrican Soonotaio isevieit* 1966 • 
4» Uiac«iehi« Xdria A«« *a?tfO«<}ep ISieory and India's 
Eeonomic oeveiopoient** OOtimaX of Gonmeroe* i97a 
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ooaatralat was rac^ffe donioaat than tlM eavlngss gatp duriog 
S 
thtt mld-aixties* Ttm davaluatiun was casorted tso aolve 
th« balmce of pa^mat& dk^ficlt and t^ gti&'msm tim foradga 
Qxcaange constraint cm tim rnxmsmic gxvyth o£ thm com try* 
motimr ot»j@otiv@ m-v to improvm tlia i»ajrt«r taiTEasi o£ 
m the Haadlo's t ^ j r r ^^ <3«vaJLuatiaii larcip^uiias that tha 
t@rms of t r a ^ iMy lauv® in favour of the cuy»tir> i ^ c h 
has £asort@d to davalueticm*^ i f fStMrtain ccnaditlms are 
£iJlfiIJL&d« m think that th« iaosiae t e r m of traa© wilX 
a i m tmve fa^orah iy because of a lx>aat i a export iroli«*« 
xo thia 'i:«at Utlb^ thM»retieai ^^ruoowicaiaeht 
v^ith the tmlp of s t a t i a t i e a l tmoimic^B and than r^ach 
concltisloti aiasttt tha^  ie^^set of ^ v a l o a t i o h on India*0 
barter groaa Ineonte ta^ma of trada* 
in oraar to exaisine th« e f f e c t of <3a^aittatic»i oft 
di££erent n^asuraa oC terna of trade* m ara cew^pAcing, 
(a) the pr«i«davaluation yaar* (b) the deiralua* 
tion year* and Co) the po@t^«deval.uatlc»i 
year* 1967«68» Die tenaa of trade s l i g h t l y iaqproved in 
^ba davsXuatioii year* i966<»d7 as corapored to tha pre* 
devaltaatioii year* ami further {aovad in the 
postwdevaiuation year* thm reason for a favotur-
ahle noifeisiafit in terraa of trade waa a large increaae in 
5* Patel* ImQmt 'ftalanee of Paymwkta Omatraint wn &oooc»aic 
I»evelo|KBent*« in Harrod*iioy ana lia9V«#l>*(eda*}* I n t e r -
national trade ^lieory in a Sieveloping ^eonofay* Maemi* 
Uan* 
NeadetfJtfi** i i a l M e of PaynMmta (uxford* 1963)* Vol.Z* 
339*337* 
• Average of ten montha from June 1961^  to March 1967* 
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th» «»qport prices* isfilyiiig thAt dowalUiitiGn fallodi 
t o reductt thwu. The £«otor8 remianslble for i t were • 
f i r s t l y t th«t a high export duty was Xevied on quite 
& irastHr o £ t n a j c r oofrnxadlt lee i»hieh deitpened t h e 
d e v a l u a t i o n ' s s r o e p t t i a i t y t o redli ise t h e eH^nirt p r i e e « 
t h e c iX|»rt j i m m c ^ l m sohemes twaont t h a t a n 
a c t u a l 6 ! e m X m . t t m had t a k e n p l a c e even h m m r n J u n e 
art^ th©re0ore# i t s mmmmommt ^aa a nere 
foroitlityw the withdra^ml o£ export incentives 
r«2aue,ed the loarginy^ofit of the exporters and i i i f i a i r ^ 
the.lr cB-pmit^ to s e l l the i r prodiwts a t c o i i i ^ i t i v e 
eocport prises* An escoqenou® factor rei^^ottslble for 
ujr^ard trend in export rc ices was inf la t ion as a resu l t o£ 
seric>ua agricultural draught, m £ar &m the incuncs ttruis 
o£ trade wiis concemed* i t vms alcrost stai^le in the 
devaluation year as ec»«psred to tsm |:a:i8««>devaluBtiari i«er« 
The reascan for t h i s i#as a fa i lure C9i the m$>ost Vfalume to 
eoipand in xroupmam t o the device of devaluation* But the 
Umctm terfDS of trade did regis ter a s i ^ t a n t i a l iaprove-
mmt In the post«*devaluation year# 1967-68* The nain 
factfir behind i t was the reversal of decline in the socport 
volume beoause^the continuaticm of cash suteidies and 
othor incentives to dynamic no-traditional socpcsrts* The 
favoursible movement in terms of trade from 134 in 1966^7 
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t o i S t la m7«-6S mmnt oil enhMieeinGiit in iiqport 
cmpmaitt o f Zndia*ff esepcrt earningii* coine to the 
conaluaion that tho ^maXtmtlm o£ tho tvipm in Jwm 
1966 mm a mieeess £ar m tho isbjeiotiv® o£ Isifroving 
th« iitiwrt eapasity of l i ia ia 's esKport 
eeiief®m©af<i i t aot a •.^ reat «aoe€fs« in r«1«oing the 
*trad# gap* i t m 8 not «iaooitf3«ttiQd to^r polialm 
t o rai&m the expart siarpluaes of the tradttJUmJL 
«i9cr«sPt cmmmdiitim for which the Ifjfxsrt wm e l a s -
t i c * neither ataneeodedi In reducing t!:H£> doii^tio 
uJmjrptlott nor in liicreafiliig tfw prodmtim of acports^les, 
in the amm of non-tradit loial oacporta* the nan-^JUse 
factors whi^ Jh play an inisortant r o l e in e3s|:»act toaarketlng 
were not taken care of and they continijeca to hatifier isKpart 
m^Munaion even a f ter the d<3vaXuatio». 
Having analysed the if!i>oot of devaluatiiii on 
Xndia*a barter and Ineome tetpw of trade* the purpoae 
of thie aeetlon i e to oonaider the extent to wtiieh India'a 
foreign trade eeotor benefited from the deveiopRent of 
trade t i e e with saat surepe* xn order to maaeure India* a 
re la t ive ahare of *gaine of trade* in i t a trade with 
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th» biXat«r«I tr«d« vrith Eftatom Europo mdm ttm 
biiatflraX tr«d« and paynent «grtt«fQenfea# an exsinliiatlGii 
o f eaqpcart aii<3 i n p c r t t i I s a s a ^ n t l a X t b u t « -a« i i« i led o e a -
Ri inat lon o £ t h e p r i c e s paid! I>y n ^ i a f o r h e r i r p o r t a 
r^om the c e n t r a l l y pXatm€!d eecHnd^ mlea of rastcrn Europe 
w i l l not hm atteir|5fe®ai bi?cai.w® of th® m m - w a l l a b l l i t y 
of reletrant data, thf«'efore< .infer fro«'i the 
avaUJtl:^© eviclmc;© lit ^(valuatiag the nioveiitmt in :bidia.*B 
of trade vrith tlici jsoclal iat eotintri^a o£ Bastent 
SWC5pe» a stwiy c.c«ivcrltig thm period 1958-59 —-
196f/70, m eofifarlaani was tffcJs c f t.ns iss^t 
o f twenty four IfceHni infjcarted £rmn visssR which aacfcaintisdl 
fear 6 0 o f Xnc!ia*a to ta l I r t p ^ t s , with t h e i s i i t 
7 
value of the sane IniTorts from i^etem Cotmtriee. Hia 
eonciusion vaa that# except in a im caem^ the yclam 
charged by the soviet vnSm were definitely Icwer than 
those charged by othae countrlea* stmm o£ ttm iMpart 
I t e m aeleoted by hln werei fe r t l l laera* newsprint* 
Iron and steel refractory brlelcs* t rac tor ploughs, 
drilling ins0hliies« bulldosers e t c . The investigation 
carried out by Dharai^  riarain a l so supports this findings. 
He computed average unit values of selected Imports v ls« , 
base metals» petroleum products« organic and 
inorganic checticals and iron and s tee l products* and 
7* m»m9Um, 'doss Jbdia Buy isear upmi s, m i l dtmp t o 
tiis misB?* SBSnonlA & p o l i t i c a l iteeidy* (oes* U 
I 9 n ) « a i4 i»so . 
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ooRfmrwS the pciam ehargmi hy th« s o a i a l l s t ootntrl«« 
with tho8« QhBrg«a by the r©«t nf the worW*. flit unit 
value oonperiaoiie mt9 tmOm for ii«rrai«ly defined 
*hc»»Qgenau8* pmluots within emsh of the broad aQm&-
dXty grov^Mm A weighted average of the unit ioport j^Snm 
^iei^ed the follcit^iiig interesting reeidt* 
im^E. (zixX Ratioe. M unit v^vm, q£ luixarta 
seiecte^. riyiuatrijaa. 
Qooa& froitt s o g j ^ i s ^ Conn,tries and 
i^trnt of. the C I-wa^atage) 
* 
m i / 6 2 92.4 
196 92 .1 
19§3/6/ 88,7 
1964/65 93 .3 
196S/fe6 101 . I 
souroei oharem tiarain« p«18« The Prices Paid 
to sooia l i s t Countries are expressed as 
s percentage of those paid to the r e s t 
of the world • 
The above table shcMS that except in one year, the 
* flieeeeelested Itesas oonstltuted only 35 peresnt of 
lkidiA*e to ta l iniMrts from the Emmt Eiffopean eountriee. 
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priceiB charged b^ the riqpee comtr iea 
eigniflfiantXy Iwmc thim the prices Siidla 
c&iiV€3rtil%l& ourreoc^f cuuntr i^* 
The two inventigafeiciiiat da not 
c a t e q c s r j t e i a l i s ' l o a d u s t o a n y t ^ £ j L n i t e eaemlmi'Mit Imt 
i t does point mtt tiist i»der rtijpee payment sgireeisiente the 
liqpoetm w®r# not deal ir than &eam otiwr region®, m 
such# i t wKKiid be reasonable t o afiaiuie timt tim 
pcMoe of in^Uim cKports ynd©r ttiB b i l a t e r a l a-^eements 
V£arif2s3 aiireotly %fith the export pcicms* 
o r d e r r-fit mx i d e a a b o u t t ;?t j t o n - s && t r a d © 
W i t h E a s t E i r q p e , ""Jeepa^ n&yyor r e s - ^ t c t l -be a c « i p a r i -
Bsm o f t h e a g g r i g g a t e e s c o r t i : jr ic®« p a i d b y i3 i .x ; ia l i©t 
co'Mtxl^B and t i » as';rfX*eyat© es^port i^tricci* tbt-- strnm 
aacporto t o t h e r e s t o t t i m i i ssr id . The tables l ^ m s aixmm t t m 
r c d i k t l v e p r i c e i n d e x a t & g l a n e ® i 
m wfflg'fqfmm MIsssl PP^ Py 
ISyiMrjMlffP^ ii 
TEAR ; REtATIVl KXPGRT PRICEJ SFXHCTEO X X m T S AS A 
J m o i w J pmciNtAOE OF TOT^L 
S i ZNDZAM I X K m S TO EAST. 
— 
IMO/ftt t l6*S «7 
Ccntdft*** 
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' o m m C m ) 2 S o o n t a « 
• nmA'mm fsmxiT PRICE* C^PORTS AS A 
• WmX » PmCINTACE TO TOTAL XimfAK 
' * m P m V S TO RASTEI^ H 
1 9 6 1 / 6 2 1 3 6 . 6 6 6 
1^62/63 1 2 3 * 0 7 0 
wm/m 1 0 1 . 9 
1 9 6 4 / 6 S 103«4 7 4 
1 9 6 5 / 6 6 i o e . 3 7 1 
1 9 6 7 / 6 3 6 6 
mmKmt p* 333* 
myrg? "The 1 9 6 6 / 6 7 \mM b m s I t u f t m m mSxsQ 
t o devaXuat icx i vitilah a f f e c t e d t h e u n i t 
^aXmm mtmrply mftme *sym 
prim inSm indiaatw^ that t!i© cscpcrt l i r icm 
by "m^ia f4i the East rxsror^&i mj±mt mm hiatme 
t h a n t h a t rmi^. b y t h e o t h e r n i p e e t r o a © imrkfs t s t h r o u g h -
o u t tl-*© uodar s t w ^ y , hs^ve a l r e a S y n o t e d t h a t 
8 , Hftyyor^ r s t m ^ k , * 2 n d i « * 8 EKporta & Ejqport P o l i e l e a « i n 
the iSi6C3»» Cantaridge iinlv«ralty Ptmo* 1 9 7 6 * 
Ha haa attaii|p>tedi t h i s a t a t i a t i o a X oKaroiaa «#lth tiw h a l p 
of a w a l g h t a d av«r«ga o f tha p r i e a a i f f a r a n t i a X a . with 
tha h ^ p o£ varialsia of avcsraga unit valua of eaXaotedl 
Indian cMnxurta t o t h e s o o i a l i a t oowitr ioa and o thar c o i s i -
t r iaa of tha \isxlA, be had cMiaciutad an indaac of tha 
unit valua abtainad froia saat Eurapaan eountriaa aoqpraaaad 
aa a pareantaga of tha unit vai«ia obtainad froca tha r a a t 
of the world for aaoh oomtiodity in aaeh MMh yaar.Ttiaaa 
indicaa vara than waishtad by tha eorraiq^GiMSiag ahara of 
aaoh ooirgnosSity in tha to ta l axporta to aooil iat ooimtriaa 
la ttmt partiottlar yaar* and f inal ly avaragad for aaoh 
year, m thia m y , ha m a abla to aoopyta ana ovtral l r a l a * 
t iva prioa index far aaeli y*ar» 
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InfonncxS mtismtm tttH m that ttm prieM pmM 
IndltA foe the Xnporta from thm soviet bloc were not 
higher than thoee paid to the e m t of the Xn 
^fim of fAdm, mt c m intm that the higher reXetive 
export price Ind o^e inaioates that proboibxy maia 
dbtained a tmtt&c^ i f »ot wor«®# barter terms of t r a ^ 
from her tr»ae i#lth th® ce«ti?ally piaunod ©amoreloa of 
Eaat Kiarope than th® develop^ and deveioisslxig iiiarlcet 
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S i i & i i i a - i x 
.iMjiA'a BAii7m rmtiS ow 'm/iP^ 
'Sfm rrii3Cjro-©ccitta-r4c betiaviwiar o£ tniX&'a terjre of 
tn tlx? sevcmtief* In I t s v^^rlouB iveasiarca 
il3s« Barter, caroes md ttnamm t€rp« of tra«Jo, hel|.»® us In 
iur)«ly«ing the rxavemmt. of th is Indictar . Ttie 
tn'3e9t«» eho»<an fiar t i l ls analysis are t.he ®erle® ecfistryct©a 
by lie I and s,* a f t e r tlie rcccsj^^ndatlc^ti o£ ttie 
Itie arc: bastsci urt tim yem: 196SH&9 and 
us© Pat]880h« fcmsiXagu ttie cm&t&qe u£ m^itxtB LB an i'ligh 
as 92 r>ercent and of Irrporte In a s^ wart perlcxi 
analysis , f©®r o£ chanqo® in quality and chvngee in coi-|x>®i-
tlon o£ trade are not very valid* ThtM# ttieae indocee are 
the beat available to iriaJa® an snalyaia of th© mov©RiG!ftts of 
term® of trad© of mala* Flret# study the barter teanm 
of trade with the help of variables« v ia . unit value indices 
of ox|:«jrt0 and ii^iiorta (Hable IV* 1 ) , 
The duel ©ffect of the taoveri^ ents of eBCport/iR|>ort 
unit value indices imx^ India'e net barter terme o£ trade 
U fXX fk a , *'Broehtjre on the revised ser ies of Xnd«ic 
Nutrbers of unit VAlue and Quontuiii of Fat:ei/0n trade of 
India-, pul>lished in the Indian ifade Jouni i l . 
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maif - i v . l i unit VQj.ue indoK wwiacige of lacpoctef im^ortg and 
Barter TBTRts of itraatt 
(Banet 1968««9tt|00J 
E X P O a T S ? I P 
indeK 
\Qbmqm 
OR T « 
Si^contage;'" 
jChange J 
^ ; i'wrciiitage ' 
jchan^e 
1970-71 
1971-7a 
1972-73 
1973-74 
1975-76 
1976-77 
1977-78 
1978-.79 
1979-00 
106 
1C38 
120 
14e 
183 
ltJ7 
510 
236 
234 
236 
1.92 
1,89 
l l . l l 
2um 
5»5.34 
6 ,6 
12»4 
- o«e 
0 .8 
ICSO 
93 
97 
138 
239 
p.m 
276 
249 
^O 
360 
O.OQ 
- 7.00 
4 4*30 
42.27 
73.19 
17.1S 
-10.43 
4 4.42 
438.46 
106 
116 
134 
106 
77 
70 
76 
95 
90 
66 
1.92 
9.43 
6 .90 
-14.52 
-27.36 
- 9 . 1 
- 8,5 
- S.3 
-26,7 
OlKCEi Col®, CI), (3) & C5J - OCI & S, 
Cola, (2}« (4) (6} - cottfTtited. 
£«vour^e to India t i l l 1972-73. m £ect# there waa a positive 
rate ranging frofn lo«f aa 1.92 percent in 1970-71 to as 
high as 9 « 4 3 pereeot in 1971-72* Tfie reaaons for th is 
favoiiriil»Ie trsna can he traoed to the re lat ive ohsnoes in 
e»cport and iBfxrt unit values, m eaeh :^ «ar of this sub-
psrio(l# SMoept 1971-7a« both the indices were nioving at a 
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{1974-75 t o 1976-77) was a higlKsr r a t e of increase in 
ioport tmit value r e l a t i v e to the r a t e o£ incroase in 
expert tmlt valti«* la 1974-7S# though the yearly r a t e of 
qrcx^h in export m l t valtae i^as a t i t a peak but the 
jtKKp In iiJpcart w i t valuMsi t o a irftmofnenon/rise In o i l larleea 
t h e CQitf;cr.iity tfiTK® o f trasle t o J u s t t h r ^ f o t r t h o£ 
t f t e tm:mt ^xxthiss: n a t B m ^ b y 9 » 1 p e r c m t 
te " I975-76 u a l f i l y diM» t o a low «Kp o r t -growth r a t e o f 7 » 6 
a s t o t h e avcirarie r a t e o f jsearcent in previuUB 
two b e c a u s e t l te SiKsreeae i n .iitjport u i i t v a i y e a t 
I V . 15 i i e r c e n t was fsuch t h a n t h e proviQUs ^ e a r . an t h e 
n m t t^m ^i^ora, emS a 9 7 7 - 7 8 t t h e t ^ u a c f tra<fe 
rairsained i s e l s * b a s e l a v e l * Th© f a a t t h a t ofttetcqm i s t t e t 
des i i i tG a contin%iom r i s e i n c s ^ ' o r t u n i t voiu© t i i J L 1 3 7 7 - 7 B , 
tJi© a r e a t e r l e w d o f SMpmct u n i t v a l u e 1974—7S waa 
r e a p e t i s i b l e f o r t h e d ® ^ d e t i r i c r a t l c n i n I n d i a ' s b a r t e r 
t©rr :e o£ tra-He c a u s e d by s h a r p r i s e i n lr ; ixsrt t x i e t i s o f 
petrc^uit), £{xxl and f e r t i l i s e r * m 197e-79« the tertitt 
£urthflr contracted by 9 . 3 i^ercent dus t o a ioaryinal f a H 
of exixsrt unit value cn the one heund and a r i s e of 4*42 
percent in infxart xmit value an the other, 
looking a t the ^«riod as a ^chole* the export unit 
value ii^ex registered a ^adual consistent iit|>orveR«fit 
eMcept in th^ year 1978-79, when there had bcsen a s l ight 
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£al l in the i n d e x nuRto«r» During th is paclo&t the unit 
vaiiMs ind«sK o f ctMiKjrta reecsraer j a growth o f 123 percent* 
t h e M i r a t h e r th@ u n i t vaXtie o f in|>crt ohowed an 
o v e r a l l r i s i n g t r e n d svpmrisnpoemd with a cycliaal mavmmttf 
hut t h e r a t e o f i m r m ^ e i n i K f ' o r t i m l t v a l u e durinc j t h i s 
t^r lo^- a t '»f3fC5 r ^ c c T i t v.-as a c t j b l e o f t l i a t i n e x p o r t 
m l m n A r t s r c s a s i n l n a t^ se- a t t b a r t e r term of t r a d i ? , 
l e t co'^arc t teu th« ^-jrass iiorter and Iticouis terciS 
o f tra^-fe cltirInn thm p®rJ.e?1 w 3 ® r s t u d y * t a 1 P 7 8 - 7 9 * 
J B l i M •• f -^t B a r t y » Groag. iB.art^. 'Mia, i m m ^ . 
IVacte t me*f9/1978«»7| 
(Ease: iSSO-^^lDO) 
VALUE 
» 
t n p e r t -T r m ^ ' s o F t f i i p 
« TFiA.OE * 
^tmp J t Tmps c "•vA-oe. 
-.•t? t 
1 
(1) (2) <3) C5> (6) - 4 x S 
1969-70 104 100 104 100 06 84 tm 
1970-71 106 100 106 106 87 82 lit 
1971-72 loe 93 116 107 1C36 9 0 124 
l97a-73 130 97 124 120 9 9 83 149 
1973-74 146 138 106 125 114 9 1 132 
1974-75 183 239 77 133 100 75 102 
197S-7€» 197 2 6 0 70 147 9 9 67 103 
1976-77 210 270 77 174 9 9 57 134 
1977-78 236 249 95 160 1 3 0 78 160 
1978-79 234 2 6 0 9 0 1 8 0 140 78 162 
1 9 7 9 - a O 336 3 6 0 66 199 13S 6 8 1 3 1 
C(Mi|>uted« 
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'fsibie TV* 2 t e i l a us that the not joart^ si;' and ir*ccc»e 
terma of trade vi^e l>oth above thp ham l&val .:intS T;mm<S in 
th® aauti direct ton ataflnri t^ 1973-74 • A c lose 
scrutiny shws that the of Ijicaae t&cum vere 
hi«ihf5ir tlian that at^  m t barter tmi^ fs.* The T'oaam ^tes the 
mmtimrmm imrease ii? timfitmi IntiKTC P.ro'r Ico in 
feo 12S til 1973*»74» c«i fctsc" otficr -hesd^ , the groon 
Imrt^ tevvm were tfm base XeveJ., but .'3Xi.ghtiy 
I t i i icove ' l I n J § 7 3 « 7 4 » i;©in r e a s w was a .{7S.c,ter 
of f!!Xj.crtf! f'hgffj t.hi5 s-fiantwi of IsiYcarts throtagtoat to 
r^ . C5!mi''ie acstjure-S in a l l thB u««mtres 
uf tra^s^ 7S, The Fiovea 
t'm-- l e v e l re-H-ain.-;-? a t t h a t l e v e l t i l l t h e 
tmiidj inX y e a r d£ o o r s t u d y , 1S>7S-7S» B u t * t h e incoire t e r r a 
iioved I n Uie o^^^iai te d i i x e c t i o « t noving f t a r t t o c Ixcwu 132 
i n 1 9 7 3 - 7 4 t o 1 6 2 I n 1 9 7 8 - 7 9 , The r e a a t m £or t h e c l c ^ t r e n d 
In b a r t ^ terc^ ^aa i he higb&t groi^th rat© Irt i n i x r t unit 
value® as coi}i>ar«td to esc|)crt unit v a l u e a * Ttw factor respon-
sUala for the uptrend in Inoone terina w&a a contlnuiu^ riaing 
trand tn eorport quantum. Am far as grc»8 t^rnai of tradte more 
concarned, they continued to be below the b&mt l e v i l nmlnly 
k>«oau«e of irqport volume aa co«<f:ared to export qu^tunvi 
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Ke ean eurr^rtarlee t h a t w h i l e t h e b a r t o r t^rrns w@re f a v o u r -
a b l e d u r i i ^ £ l r a t - h a l f o f ttwa pear l a <19€»e-4&9 t o 1 9 7 3 - 7 4 ) , 
th©y I c t c r l o r a t e d l In th® e e c o n i ^ - h a l f ( 1 9 7 4 - 7 5 t o 1 9 7 8 - 7 9 ) • 
i t i e g r o s s t o r n a ' i e t i s r i o c a t e d f o r t im e n t i r e p e r i o , 19&&-69 
t o 1 3 7 8 - 7 9 . But# the. incost-© tm:vM imlcntixm t t i e itJ|.->oirt 
ci^racity OS tAnc fe.'Xi-.ort tjaimiiigit* hi India*u favour 
hat?.-'? ztii^led •m-'f th^ barter* nross 
J.^ virtr?r incoRr teriur Df tra^e o£ hte tiVfaralX expcort© an'3 
irfiort ij-iiJo ill thQ T^miims rara-rar^lis, TTUfc?, ia to 
analyse the ol ti^ fc Vwri-vus af 
of trade, we wi,3.i sfsak® an Qfet©ii|pt ta imai.itfie t t e 
v i o u r o f tern® o f t r a d e * Fee t h i s i,<urx)ose# we w i l l f i r s t 
fsxamine ancS cojrf,iare ttw n e t b a r t e r * n r a s a imxt&e an<i iiscoHie 
terniB o f t r a d e o f r.aajcr vgroups o f co i^TOdlt ies and then atudy 
t h e rnoven^nt in t J ie u n i t v a l u e and quantws i n d i c e s o f raajcr 
e x p o r t an<i Inixart cona'ro.llt ie8# 
Let m f i r s t t a k e usp t h e grou^ food (Tdbl@ I V « 3 ) « i n 
and f ish 
which we fi^ixarted f l « h / p r 6 p a r a t l a i « # f r u i t s audi 
fiiigiar, t3of£ee# t e a * a p t e ^ s ^<3 o i l e e e d calc«» m t h i s c a t e -
a o r y , we in|)orted o « r © « l « and c e r e a l p r e p a r a t i o n s * f r u i t 
and v e g e t a b l e s . XV.3 t « l l a ua t h a t n e t b a r t e r ternta o f 
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Trm 
(O) 
TABLjE - IV, 3» atoomc ayid caross Tarn* of ttaOe oi food 
: WKlOt-B 
Export J Iftportajfscport jlRlsort barter J TFMhS 
I ; I iT'r-lf-iS OF OP 
• -mhDt * TOADE 
tfRiS 
u¥ Tf<Aim 
i l ) i?.) C3) U l 
1S69-70 101 97 94 es 104 9B S7 
1970-71 101 95 112 71 IC^ 119 63 
10-/1-72 100 93 113 53 IC37 121 47 
1972-73 112 l i e 128 34 95 122 S7 
1073-74 151 174 121 m hi lOS 64 
1974-7S 202 21B 13a tot 73 
197S-7e 209 265 1§3 133 79 129 
i m - 7 7 214 0-2 133 S7 
1977-78 121 2S4 131 23 126 165 13 
1976-79 252 285 1S9 21 87 138 13 
Ccfiputeds Culs, <6) and (7)f 
source far Cols, C*?) md (3) Ofjci & s . 
tr««i» of food moderafcely i n c r e a « e d i n t h e f i r s t f o t j r years* 
1 9 6 M 9 to 1971-72. The reaocai being t h a t whllQ t h « ^ p o r t 
unit values indeot nemwged t o b e ab-ove t h e b a s e lev^l , th© 
infx»rt unit vaitie iridpst, T?!oved b^low t h e b a s ^ l e v e l * 
But# with the «>ccei>tlon o f 1077-78, the t r e n 4 was r<rwr8®d, 
Itie iMt barter tccfus of tr&de o f food d e t e r i o r a t e u * A c l o s e 
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l o o k t # l l s u« t h a t though b o t h t h e u n i t v a l u e I m S i e e s wer« 
above t h e b a s e l e v e l # t h e I c jve l oi Irvpcrt l a i i t v a l u e incl«x 
was above t h a t of; t h e escport u n i t v a l u e l A ' i ^ . The r e s u l t a 
that net barter tcsTiiiS uaved against iixiia* Ti'vd gross barter 
of tr#<le alao dettaricarateei aa tfw -^ weace ibeiow trw base 
level throuihout the Jeca te oi TJ® dfcterlc^r^tion 
waa very iieav^' iw tn«is l a a t two 1377-79# tm rwoas 
ti^rim o£" trade of food gal ling t a IB in 1977-.7e mid t o 13 
ill lSJ78-.79» Jieir© mt ir«8t point out that the ct«iipaaltion o€ 
indla i i lfT|>acts kmd un<lerciorie a radica l e h a n g e oirsce 1974-75 
.ero.T ti»5 f;:'atterf* c>£ tt»e s i x t i e s .mi early ijax't ui" th® 
TOventifsa* during whi^ti t^ mS/M c r i t i c a l don>:>atia shortage 
sra'i© larqe outlays Inevitable €«j JUfsocte o f fi.JOsS -arndi J e r t l -
l i a s e r s , while with the qtiatirt«>lliKj o i l a t the 
of 1973, th«» o u t l a y on tiitneraJ. o i l Irsf^crts soarisd s i n c e 
1976-77, t h e fooclqrain shearta^ had d i s a p p e a r e d , En f a c t , 
the n » 9 t d r a n m t l c t u r n around was In t h e e a s e of £oodgralnt 
the in^port b i l l for t#hlch a v ^ a g e d arovmd 665 c r o r e e 
annum in the period 1973-74 throuoh 1976-77 a c c o u n t i n g for 
n e a r l y a f i f t h of t h e t o t a l lEaport payraentfi, with a r e c o r d 
crop during 1977-78 and quite large stocks in the p ipl ine , 
inporte of 9 foodgralns on co!u ,erc ia l account w e r e suspen-
ded* fin f e o t , 3 ^ i a ei^ wrged as an exporter of foodgrains* 
These tnsre t h e nmin re^acnB f o r t h e heavy deterioration in 
the gross t«rn« of trade during 1977-79. But, the IncoKC 
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t&tm of trad© of food nsoved In JDrKlia's favour tharo«^3hout 
the loriod under atiifly. The nsein factor behind i t was 
the contlnikaua favoiarable in the wqpcirt c|uantui» 
v^hleh ifKfreased by about 60 pisrcmt in 1978-79 aa compared 
t o th© base year, 
fc-r rirr^ t^ . Of I'-cvn^reaer arid "iyh&cat.' t^eB 
(jCiiit'emfil* tftfet net nartGT trruas fli«3fcus.«t(txi the i-.-eriod 
utider study (Taisle 
rmsLK - IV»4 8 Baoftcsrjr taroa® ana Imsotm imtm of ' l Y j ^ ojE 
iBami 
im TrTom •{ tmRTlW-' t « HFT * 
1 HXix.»rt « 
i 
jirrpdrt t t t t 
» t : J 1 t » t t « 1 t 
Jnpact t t » f ^ • )P TiA'W 
i-m-rrB 
Tm.r..S 
iV: Tt^/, 
i < ; T'i^m 
a . (4 J f t - (1) 
1069-70 98 B7 101 102 113 lo i 114 
1970-71 104 37 93 2£ 107 30 99 
1971-72 111 95 120 26 117 22 140 
1972-73 95 101 199 25 94 13 187 
1973-74 127 115 165 27 110 16 181 
1974-7S ISS 177 157 51 68 138 
1975-76 104 153 158 59 120 37 190 
1976-77 18? 168 167 35 108 21 180 
1977-78 207 222 168 56 93 33 156 
1978-79 2 U 211 160 28 102 18 163 
Cofiputedt Cols, ( 5 ) , ( 6 ) and <7)i 
source for Cole« (S}« (2)^ (3 ) end ( i ) f ooci & s . 
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The r e a s o f i t i i e owaiXl&tXmim in t h e u n i t p r i c e s o f 
e x p o r t s aitd i u i x j r t s * s^iinilarly^ ttm imm& t&tnm o£ t r a d e 
ttsou^ti t h e y a r e a b w ® t i m Immc l e v e l thm t t r o w g h o u t t h e 
1 9 6 9 * 7 0 t o 1 9 7 8 * 7 9 # a l s o ^ p c r l o m s e a f l u e t t i a t l o r i s . 
Th® f a e t c ^ s r e s r ^ n s l t o l © f c r t h i s f i r s t l y , o e e i l i a t l o f i s 
in t h e TiBt b a r t e r tmrm md seoouaiy ,^ f l w s t t - i a t i m s J n t h e 
esKi^rt intifSK a lso . Tte tjmss hmtf^ t&tfm r-eocrdecl 
a tren^l* Ttie nsanitudri D£ dc^rioratiosi can be 
gatJBfc^ i l3if Um of tlie ia^&K at l e iri The 
etJlprlt iierB t-^ as the slmrp deaXln© in ^ iui^wfe isrhii® 
tit© wiMTt qwsufcwi of bm^e^agm md tctms-ao wa^ -j a 
@,S9riifSiO® t^ t^mmd nwenimt © l » s t tlwcstiQteut tiT© cSc^&ie of 
ll>©8-79. 
rim mc%x3tt of. teefJBale crwits j » t « i a l e im&se^t 
c a i i 3 r l i » d o f I ( ! ) wit»r©se®d* ^ i t i and f u r s k l n s f U U w o l j 
ClliJ Qottmt (ivi crwSe fertilisers and iitl«rais ©Kcltjaii^ 
eo&lt oriiKtef (vl BtetallUoroiis ores and oietai 
Bcr&pmt « i d < v l ) c r i i J © a n i m l arid v e g e t a b l © ttat«rl«l«« Ift|iarta 
o f i n e c i i b l e c r i i ^ n io i tsr ia la ( a c c e p t imlml ammimtmd o f t 
( 1 ) p ^ p m ^ ^ m t m papery ( 1 1 1 m s o l ; ( i i i ) e o t t c x i i ( i v ) i u t @ i 
e r u a e f c r t i l i s M a r s and ( v i ) t M n e r a l s «0 {e lur ing c o a l « p@tro«> 
e r w l ® . m c a n c o n i . ^ ® t h a t n e t b a r t e r t g r o s a b a r t e r a n ! 
incoflie tmrm o f tr«<Se w i t h t h e h e l p o f t h e i r u n i t v a l u e s Mid 
c i u a n t i » i n d i c e s o f m p o t t and ii-»fsorts ( T a b l e X v * S ) . 
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l^Bhp: « l v « 5 t B<arter« Oroag and Uneocne Tetm oi trade of aruete 
mter la lg# Biotiible t^xeept Fj^otg 
(Bases 196&-69»I00) 
CO) it) m (3 ) ( 4 ) (7 M S 
1 9 C 9 - 7 0 im m IDS 97 1 0 8 9 2 113 
1 9 7 0 - 7 1 %m 9 5 114 113 i c a 97 124 
1 9 7 1 - 7 2 lOS in l o e 129 121 119 131 
1 9 7 2 - 7 3 112 9 3 107 107 1 2 0 1 0 0 I 2 e 
S 9 7 3 - 7 4 131 117 1 2 8 8 3 112 6 5 143 
I 9 7 4 - 7 S 15B im 1 2 9 fcl m 4 7 i o n 
1 9 7 5 - 7 6 1 9 3 129 € 6 1 1 2 S I 144 
1 9 7 0 - 7 7 204 1 9 8 1 3 8 9 2 103 6 7 142 
1 9 7 7 - 7 8 20S 1B6 109 1 8 1 112 1 6 6 122 
1 9 7 0 - 7 9 207 177 117 173 117 1 4 8 137 
CoKputeJ* C o l s ( S ) # ( 6 ) m d ( 7 > f 
s o u r e « o f CXo®» (1)# C3) Mid (4)« 'lOCl & s^ 
The n«ft barter t e n n s showed aji up«mrd t r e n d tNroyghout t h e p«rladi 
mcept tn 1974-75, wh«n the rat© o f increase In iKiport u n i t value 
was 8ul>8tanttally more than th® r a t e o £ i n c r e a s e In e»cpcrt unit 
value* m a l l other yearo« both t t e w i t v a l u e Inc i lceo were above 
t h e b a s e level # but the level o£ eiKi-crt u n i t value in<^x was above 
that of the Inport unit value* AS a r e s u l t * the net TERICSI AISVECI 
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in lnidlia*8 favour disrlng th® -pm l^od mdcr etudy* Tti® 
smm trmd i s v is ib le In tfw Incofis© terii® of trad©, Ttmir 
Index i s a lso above th&'h&m yvi&s i@v@Jl ttroyghout t l ^ 
i;«E-iod 1968-69 to 1S»7S*»79* Usaugh 3»oth fel-ia m t barter and 
imoum t&im irevecJ in uvac £^m}%xe» tine t3-®giree of favc-urable 
tao^irent \fmm Nl<3.ter In t f » amm of liiaufiae tmum fcraci® in 
elX tim ^mrm qM tte I'^rloci iMd^r "Srij© rw®c«i was 
the BizmSslm iiiprovBtnwttt .In mxp^t m tm^tvm dtring tii«sse 
ymtm* Btifc# tfm grme hartm tmeim c»f farad® c3®t.^iorated 
dxmim ^ itajw pcctiofi of the raainly am a resi i l t 
of l a w S^pmt qiiantUiTJ. 'Xlm yrciss-tcansa registeired a 
e^WmtMittol. Is^itmm'mat discing m a cif 
cir©ater intals® of cnKi© tmtm:isX®« 
toJ.f^ waa meposctiJcm coal* eols® and! in 
mineral® fuels ami iufarieants* Tte tef^rts of th.ia grot^ 
ei9nsist€id of raainly peitroleaMii erud®* ifi® net barter t«m« 
iflov^ d in otar favour dlurino tlw f i r s t half of the rwiocJ, 
1SN5@»73 (Table Hie? rmmcm wa® an upward noveniait 
in export unit value couiMiS witti & decline in iiipart unit 
value which wnftre belcm the base yma: t i l l l972«-73. But* 
sinee 1973-74 the; itti^crt i^rie© o£ iidneral ftaesla sharply roovotS 
ii|> HiBinly beciiyse of a ixSxm hlloe in arude petroileuiR* Ttiough 
ttMi eacport i-riee of coal and coke imB also r ising sharply* 
the ra te of incrnaae in tlimi p©troleiii» prioea was mo high that 
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- IV. 61 0 Jxnaom and cross l>errr)B o f i r a c i e o f l>llneral 
Fuels and u^bricants 
f E X P O R T 5 X H P O il T •UA-flTERj 
YTAR ;uhit valueJ 
? 1 « * 
cmantutnJtjDit ' / a l i » { 
Iht3ex 1 J 
» 1 
.. . . . . » . 
ouaotiimjTm^iS J 
index 1 OP I 
J 'mAiiLil 
OF ; OF 
I I'iiAm 
( 0 ) C D C3) ( 3 J < 4 ) Jt'i^ 
1969»-70 6 6 1 1 9 77 3 1 3 m 1 0 2 179 
t97C3-71 10« 1 0 0 a o 2 0 2 1 3 0 1 3 0 202 
IBll^lVt ICS 62 76 304 1 3 8 86 4 9 0 
1972-73 1 9 3 1 3 8 3 9 1 3 1 0 540 2m 
1 9 7 3 - 7 4 M 85 1 S 6 4^7 m 502 
3 0 9 55 471? 291 m 36 5 2 9 
197S-76 4 4 a 6 7 4 8 9 7m 90 6 0 4 4 5 
1976-77 3 8 4 70 476 3 5 2 57 503 
1 9 7 7 - 7 8 3 B 0 e i 4 9 6 373 77 4 7 6 1 1 
197&-79 337 4 8 4 3 6 460 77 37 95iJ 
Cont^utedt CoXs* (5}# (6) &IK3 (7)F 
soure«j c o l s . ( 1 ) , ( 3 ) , ( 3 ) and ( 4 ) IJDCX U S . 
t h « bart<ar o f m i t r a l ftiels a«tnrlcarated £or the 
deelifie was a s rmieh a s 23 ir^croent i n the l « @ t t v o years« 
1977-79, The Ineorae terioB o f t r a d e a l » a w«nt a g a i n s t ue 
a« th« volume o f ® c p o r t » constantly tIeellJRed vcaca and saore 
baloif the base level* The gross t e r m o£ trade of th i s grougp 
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shcAfed m nlneHEoId iRfsrov«Kaent as a r e s u l t of a vary avBam" 
tuuitlal ini|;rovert)^t In the qvontuir. of Itrporta* 
knottier Jiiijortant grom. of con. ocJitlee that 
entered into ;>ur lorelon trade via» cheiAlcala* Among the 
nhemicals that Jndia ©jQ^orted litpcarfejint taraes V(@re clyeixi^^ 
timnlrvg and calotiring iiiaterlala* f?5©dlcinal and pjh^nMK^eaticaX 
Sii t t e of cterdaals* besifies the.se x'.ccsducts 
elements 
ccsr!|>awae ar>J n«n\ifact:tra«l ftHrtUisjasr® t^pe 
purchased* Both tlw niat b.;3rter ©ad rirosa LHirtor terras of 
tra-=.lG of chatiiaals i;roved against Swlla during t h i s p«riod# 
as Insth W€%re the .base level {'tatel© WmD* 
'^^ v^ JiX «• SV*?! BjjgtgjCy, x^^^ ofc Clyi^igala 
l o j il) M m ( 6 M S b c ( 2 l t ^ j ^ f i 
1969-70 95 
1970-71 97 
1971-72 91 
1972-73 92 
1973-74 103 
1974-7S 191 
1975-76 182 
1976^77 195 
1977-78 175 
1976-79 172 
13S 
167 
149 
185 
233 
229 
208 
254 
301 
376 
loe 
110 
103 
98 
137 
272 
245 
226 
220 
230 
61 
62 
75 
90 
91 
93 
74 
71 
10« 
129 
88 
a4 
Be 
94 
7 5 
70 
S 3 
86 
80 
75 
119 
140 
131 
174 
175 
160 
110 
218 
241 
282 
4 5 
37 
3 0 
4 9 
39 
4 1 
36 
28 
35 
34 
CDoputedt Cols* (S)ff (6) and (7)r 
Sourcet cola, (1}« (2), (3 ) and (4 ) oocx 8* 
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Ttie t3egr#e of deteriori i t l f« vas greater In the gross barter 
terna ijt ecsciparlsati to ttm net barter tectfit of trade. Urn 
rimmxt €or thp msscaminq o f ncit biirtcr o£ tre-ie t-iere the 
high*** level af Iriport imlt value as corr|:aired to the eoc?«rt 
unit value* Itt facjt* t t e S.T;f»rt m i t value was abot^e Ui© 
biiso leviul tlm unuei. irlsifig 
to mcKre than a£ the iioias Ic.voX in l975-76» 
I'^ t^er&as* the export mitt valiie iicdcst-/ the fcmae l e v e l t i l l 
I t startecJ t o iimrB s i m e f 1 9 7 3 - 7 4 , ljut even tli«m 
tl je X'»tB ol wais Xma the r a t e o£ inari-iase jUi 
f{i|x5rt taiit 'Vhfi f es te r iiehlnd tlie ^leterloration ia the 
fircjKs itarta? tcrnaa t t e vartable o£ J,;,:jjort quentuc:)* 'rhe 
VDliicm Of ahetrdcfsl l u f j o r t s was fcelcsw t . t e l « ! v e l 
i 9 6 9 « ' 7 0 t o I 9 7 6 - 7 7 . I t ^mb o n l y dtrioy t i i e l a s t two y e a r s * 
1977- .78 a ? ^ t h a t t f i ey b u t men t b a a t h e r a t e 
of laer<-asa anrS tii©- leve l of ifr|xsrt quantum wa© 
belaid t M t of e x i x a r t c^i t h e w t ^ ^ hand, the inocmie 
term® of t ra ie of oheraicsalo mm ctmst&ntly above the bam level 
throughout the p o r l c » i , 1 9 6 8 - . 7 9 , r lalng t o about three-fold 
i n 1 9 7 8 - 7 9 . ffm tmln faator was a v « r y ravo i i rab lc j froveroent In 
th® CBeport volurms of c t e ; i c a l e « Ttm rat© of growth was quite 
high, the volutra trKiex toiichiiig tbs high level of 376 in 
197a-79* 
The eomtodlty canj^ositlcaii o f India 's foreign trade 
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was undergoing a dlvorslfjLcatlon vnd tti@ ahare o£ tiamufac-
tures "H&B going The group of nanufacturodi goods 
(oXafi@i£ietl ehl®fly by niaterlals) hoQ&m i K i ^ t a i j t . Tim 
8X£>orta q£ nanufactured goods consisted o£ t (1 ) Xeathar and 
l a t h e r aanuiactwoai ( i i ) cotton tmtilmmt (111} Jij^e (ranu-
f B a t m e n f <i i?) nmnvf^Jtiare® and Cv) iron and s t « © l « 
Tn tti^ rriide of -isouCiscttarG'^ "ma 
o-rjrriipiel hysl) trcm and s.teel H I iiaa-ferrcus >.etalo* 
•4X1 tfus" t t e s o i'aaimre© the tcaciis u£ bxmlm that ve are eon-
elctefSnc-i terif* ,feovec3 i n li-iUia*® favunc i u r i n s t i i e l e r i o d 
tSKlsr (Table IY.8U 
TFm 
«• Jcv.St tcr.# arose & T ^ y of, I'rade of vmiMSma* 
loured Gcoda (cXasalfled, chlcx^'lv by ^-at<ariaj(.8} 
(Baset 1968<-69«t00} 
MniT VALTJE, IT-IDEX J vi^^JW 
J ©cporT"!' itJport \ J 
S I \ 
tPiDortJ'mRMS 
J OF 
ITHAW^ 
GROSS J 
I 
o r { 
•mhm } 
or 
(1 ) <2) ' ' ' - i n < 7 M S ) x U ) 
107 106 98 86 101 88 99 
i970-.7l 111 117 92 118 95 128 87 
1971-72 116 100 94 176 116 187 109 
1973-73 132 106 102 164 126 $61 129 
1973-74 1S6 136 106 IS6 115 149 121 
1974-75 204 197 94 155 104 165 98 
197S-76 201 131 110 ICS 87 95 96 
1976-77 232 333 145 121 104 83 151 
1977-78 331 233 157 173 104 110 163 
1979-79 357 223 150 266 115 177 172 
Ccmpttt^dt Cols, ( 5 ) , (6 ) and (7 ) f 
sotiroa of Co].*, ( T ) * ( 3 ) and ( 4 ) I DGCI &S. 
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All of them w«re above the base level »«sept one or 
two ymt»0 but th& degree ol £avoucithl«i«ni highest 
In th€9 f^cmm tiartar tmm cijE trades and iKfmmt Sxi the caae 
o£ net barter terms of tradiai* The net barter term were 
^avoiarable hma\m@» though the w i t value of both the 
cjscporte m^ lRt:«crts vt&te above the base l e ^ l tfBro'ogliDut 
the '^isrJrvt, tfim tp>wl of cecfjort unit value was hifjiser 
in 1970-.71. nm &mftm oS €mom'aib%mm& high 
in qxxms tesrm of trade hscBum t i ^ itidex of Impart wlw® 
mv hiQhfie t|-v-»i fc?-^ ^ a o r t voliiiv«» itie incQfsie 
tf^ ro® ti£ trmM of rtanufacfe'Utoti gooos a l w u.ov€.<l £avui,ararjly 
fie qwntwn t'las high airiilrj t.ha i.#rluu2 
' m e r a t i ? o f «?5ci.«iiuic!ii l a a x p o r t imfti .^ 
a u l a r l y hlcih d u r i n g t h e l a s t yBia:^* 
•Km Ituit. ln?x::rtant group ttiat t i l l J. ccwialder 
e c m a l s t a o f c a p i t a l «—« i s - a c h l n ^ y t r a i i . ^ x i r t 
eciulpi««t» m thl® categcscy wc ineliKie ncan««0lectrieal 
fnachifiery* ^el^ctrleal rmc^hJ^ery and t r e n e p o r t etpiipciiectt. 
The net barter ter»i6 wovod In India's favour during the 
f i r s t half of the pmrlo<3« 1968*74 (Table IV«9}. But« 
alnoe 1074-75 they detei'lorated ana in the 
pero^taae of ckiterloration ym.a as mueh as 30 £:«rcent« 
The reason wae a higfh r a t e of incsreaee In Inf^ort unit 
value thm the eaqport unit valiw, ttie qrosa b a r t ^ terras 
of trad® ttfcrsened very sharply during this They 
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- iv.gi Barter* carow ami xmom 'fmm of tra<3® o^ 
^^hliwry atyS iranspcrt EcjtulPBieyit 
(Beeet 
(O) <iJ a ) (4 ) ( 7 M 5 h e ( 3 ) 
19C>S-70 l i l 70 iB S3 117 
im m Itot^  -jy lU 1B4 
113 so 144 l a i 
m s - i j 124 lOfe iji 117 Sw mz 
140 115 1014 laa 229 
I2S Bt 79 
160 210 Bt m 2b gao 
J976-77 l a i 232 373 B2 76 
1977-78 154 397 105 94 373 
1978-/9 2I>4 4b€ BO m 340 
Coa|sute<1i cols , (5)« C6) aoid <7U 
souro© of Col«, ( l ) t (3) -and -dggi .ts. 
«iere quite belcw the b«8fi> i««vel throt%jhc:»ut the period und«r 
studtyf thetr I«v«l vas Just oim»flfth o€ th« imse level in 
197&-79. On the other har«dl^  thf* imscjinp tera® of trade 
fToved ccmtinuoualy in India *e favour* The ^ degree of 
luprovetMtint was very high durliig the JUsttor yaara of £«cvmtlea* 
Hie variable reapcmslljlij for thlo f.avoirabl«s lovetrsetit waa th© 
export quanttsTi which t#as about £lve«fMd of the base level in 
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1978-79, 
A f t e r having compared t h e rnoveroaento i n t h e n e t 
K^rtejr, ^roan biirttar aiid Incon^c terns i^f trade of ivajor 
tracJed qr-jy^-'® c o K i r o d l t l e s , i e t us exaiJilne i n defcatii 
In in^ior i n d i v i d u a l eati-iort niiti ii<|>t)rt I t e J i a , 
'"'a v l l l t^Ae t^j the mq-c^t oawriDcilfeiee f i ra t^ 
V E A 
•fee trKrycf.'tn ccnt-inufisd to be a m j c r fareiqn 
cootrlb-utlof? 11.4 :>areent of tfm t o t a l 
vrt^sso is In l^fca-^S. The-' rrcj^ ^eiTismt In t'he m l t value 
antl suurituft. mHietm o f task w^s a i^ajor fac to?? ir* t t e f i a g n l -
tublG oC rust bar fc«r and iacfortJe ternw o t t r « i © . ftm mit v a l u e 
TABLE - r/.lOt ikiit v&lne, vplv^^^^m^^^ of yKports 
of •v.ii ia^ f^t&s zo i 9 7 S - 7 9 
rtm D * E X Cnsaritm 
(O) 
1969-70 
1970-71 
1971-72 
1972-73 
1973-74 
1974-75 
1975-76 
1976-77 
1977-78 
1978-79 
92 
9S 
97 
128 
1S4 
322 
9S4 
bfe 
104 
95 
112 
106 
122 
n o 
so\j!%cr.i (iMorv* HIMOIC O£ xnxliA* acfxnrt on curronoy and 
Piiutne* (various iaauaa). 
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ifideoc o£ tea (Table IV* 10} was kmXcf^ the base level 
icmn 1969«»70 to 1973^74« indicating that India did not 
i|et f a i r i i r i c fe £ e r t f i i a coi«=©d4ty -iMtoplm^ these ys«ar«. I t 
i s t^crth noting t!mt the Call in r leea me not unique to 
Indian i t ma Bmely & Ce£l( iat iui i o f t h e fivure m: 
l e s s ctmtinuous decline in v/ccld i c i e e s q£ tm» Hiere-
f c r # # 3JI ear^^ t o f i n ^ o a t ttm r e a s o n s f a r fci"®' a c x j l i n e l a 
u n i t v a l u e o f t c ^ escp^rts frcm$ lncliA« i t i a n e e e e a a r y 
t o c o n a i d ^ t h e trendls i n wtjrld a a ^ 1 1 a s o t h o r 
- f a c t c r s t h a t ruinht h i m i i n f l u c i n e e d felK3 ^Jorld »;.iarket i^rtee 
o f t e a * 
ThQ avc^ane a m t i a l voltiire ts£ ^fttrld t tm ^ j i o r t s 
ii,Kxeai3ed vorjf jalowly* Tte r e a s o n for t i i is trcsiKi was 
the f a c t t h a t t l ^ denand ecar t©a d i d n o t incrcjauae vtmy auch 
i n the hiqh inooite CDt intr iee* b u t r e w a l t o d a tiwloa^ j^ainrth 
in tti^ 1(M incucne e o u n t r l ^ * &tit# the Lcca ccnatitutedl 
o i l y a a iua l l pcortion o f t h a wor ld nmrlcet for tea« and 
ai f^ooc i i imte ly t l v ^ - f o t i r t h o f the i ^ l d net ii!{>orts of t e a 
'/ e^re abacrbed by the high ineonae coufitriea* All avai lable 
eatimatea e c t i f i r m that the income and iiciee «a e l a a U c i t i o a 
of daffttnd for tea in theae countries are eKtremsly Icw^* 
Therefore # the deiiend for tea in EUTOF^ and Morth Ainarioa 
could not luive grotm any i iater than population grotfth* 
2* For an mhaustive review of the e l a s t i o i t i e s estimates 
available* see FAO« t m • tltsnds and ifvospeets<RoGas« i960) 
pp* 1 M 4 and 3a-4i anl o*K« sarkar* tiiorld Tea iBoiio^y 
(Csl«utt«« 1973)« Pf»*73«-6* 
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m o t t m r a e m t r i b m i a g i a o t a t m a t t m 1CM m t p o r t & h l e surplus 
of iankmrn The thira rmaatm mm tim vmiva l o£ tea 
ss^ports t o p Q k i a t i i i . A l l tltese f e t o r s leaped in pulling 
the quentum above the base level* &iit# the quantuiu dipped 
6 a m 3te hm&wm o f immmmm ii i t h e »U|>pltos from 
o u r main isotspet l t la ins • s r l WmiHm «r<S Keaya* on t h e whole* 
l u t l l a ' s I n t e a was u B s a t i s f o e f c a r y b o a a u a e 
t h e s h a r e ©£ t m to to ' ta l esci,;ort s a m l a Q S * cmm dam ^ o m 
n » 4 p e r c e n t l a 1 9 6 8 - 6 9 t o 5 ^ 9 f & r a m t i n 1 9 7 0 ^ 7 9 . 
h t t lm imgitming o f s l s f t les , aaii-i.la msi th© Xargeot 
and eaeixirter o f J u t e nswyfaeturo® I n t h e 
h y ir i t i ia tel l o a t t h i s p m i t i m o £ tloralaaRce 
in tim I d k e t « Alttough t t i e in t l l an j u t e toimtry s t i l l 
isccoisated t'oc tf-jan o r j e - t h l r d o f t h e w r l d j fxoductt ic i i . 
I t s &tm:e in ^ ( ^ I d e ^ i x i r t s f e l l to l e s s than SO pmcmt o f 
the t o t a l ! only 1^*0 p&sxtmt of t h e value o f ztKHan 
sKports m a attrllmtsJble t o Jute goods* The s h a r e in the 
sKport earnings liecafl^ a as Icur as 2*9 percent in 197a-'79* 
fk studly of indices of tsjit value ana volume of Jute losnu-
faetures will help us in loeatixig the reason for the poor 
perfornence of Jute riienfaetures' e x i x c t s . 
The unit value Indsx of jute ixanufaotures was above 
the base year level tlvoughout the i^«riod under Qt>s«rvatiGCi# 
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1970/71 1. 1973/?4 t o 9.96 per log In 1974/75• This 
ma ref lected in the index rising from an av^age of 97 
to 12® diarlng ttUla periodt, iti® iiigh r a t e of grtwth in 
unit v^ilues o£ tea from 197#«»75 to 1977«»78 aainly 
dm t o tkm spwrt in the 4nt®matl«^iCl0©© ©£ tea* 
MareoveTt the aharp eaealatlcii In c o f f e e prlcea o p e r a t e d 
a s h i f t €3off#e t o tm^ p^tixmleetly lit intfuatrial 
a o w t r i e a . ^ e feaaether ^/Ith several fac tocs l i k e a 
f a i l in s r i im'km*B pc^imtim and Im ©took® l«s3 txi a 
siJseable r i s e in tea f c l c e a . Reawipticao of eaqjorta to 
I^lsiatan a lso to boost vp the qiianti« of tea iseports, 
I t i ^ m %mm a sharp disc i iri^ i n a o t h the unit valtie aaci tiuaii~ 
tvm of t^a exports In 1970<-79 bocawae th® marlci produotiui 
diarire? 1977 stood a t 1,126 million kga — 108 tidUivn kgs 
nm-m than in 1976 du« to high^ output of nmjmr laroiJtKfing 
c o w t r i e s l ike Xndia# s r i Lmka and Kmya* The inpro%m» 
!tiartt in %fcdria supply resulted in the averiuie jpriee of 
XTtdian tm in l<3ndoo s«arlcet falling ste«S9ly* 
The quantum of tea spcports also <)eelined during 
the f i r s t half o£ our |>«riod of stuiiy# 1968«69 to 1973-74« 
The stain reason was the sluggishness of iosjort densna in 
the aevelo|>ed countries which were our main cnarKet* The 
quantum i n d ^ waa above the base level from 1974«7S to 
1977«78« The revival in the off- take of t@a was a boost 
in i t s demand beeauee of a sharp increase in coffee prices . 
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Apart from i t s dirset lm;m3t m Itnport cle{nartd[# this 
stagnation ofi ec«iswf3tlaa# l a auph a lar^e se^nttnt of 
the tea niar]l@t* my almo hftim bad i t s e££eet on 
the ijriee lavel* l» faet« i t i s quit® that* 
eoupliKl with the pcinm i f ielostis cteirfflnd ai^ the stoedy 
iriormse in «9cp*t sii?,-?pli0d of tm ®nterin^ the world 
iMxMt^ It ym re^pcfisibi^ tat the In marXd tea 
laiit values atscins the aisctiee mSl early i ^ t ui the 
seventies* The sli®|? mm i.«rticularl3f bad in \srhEn 
i i r l c e s i^mm 20 imm: tfian i n Thin It&SL t h e 
iriri.adla.te of reviewing th© e f f o r t s at socurii^ an 
Intssrnatlon®! arircser^mt* amm($ the yarlncipal, ^q-jortlng 
ai»3 tr^ptxtim atJtKitrios* in to sta3biliae the 
trieem o£ t m * But# thsre no Uiprmimmmt in the 
escport psrfcrnaneo q£ Indian tea men a£t@r 1970* ihe 
volume as t#sll as value a£ e s d ^ t s icmmimfi virtual ly 
unohsntged t i l l 1973*74« The pfsroenta^e ecmtributim of 
tttft to t o t a l eoqport earnings f e l l steadily* alfa£»3t 
sf, nnjint world d<a(rand eougped with f i e rce eafipetiticn from 
Ksnytt obviously limitca the room for mnoeuvre* mitt 
i s more* tee was one of the fmf which did not bcnc^flt 
froen higher prices during the commodities bootiu Xn 
1974, a poor crc^ in Kenya led to a aharp Increase in 
lAtidoB auoticifi pricee* As a r e s u l t , the unit value of 
Indian tea rose from an average of Ss. 7«SS per kg* during 
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•'msLE - XV* U t voAue and volung mdicrng of Export^ 
o f Juto 
(Beumt 
YFAfl 1 
1 
I M X 
l i i l t ^ u e 1 Quantum 
1C5B 
1970^71 SOS 83 
1971-71? S5E 1 0 2 
1 S 7 2 - 7 3 %U S3 
1 9 7 3 - 7 4 12S 83 
l t 7 4 - 7 b 1C.7 8 1 
1 9 7 5 - 7 6 1 4 5 7& 
1 9 7 6 - 7 7 133 6 6 
1 9 7 7 - 7 8 1 3 8 8 0 
1 9 7 0 - 7 9 144 5 2 
S£>toCB$ r4®a«rve BaiOs. o f Zndiatf i'<a|»rt on Ciarremy 
and Fln.iiiee {vidlrioi» issues} 
b u t r e l a t l v i s l y Oacl-iiieHdl a£t«ar t h e p®ak a t t a i n e d li i 1 9 7 4 - 7 S 
( X i ^ e I V « U ) « 'Urn quantufii i ^ J a x covmlm a c o n s t a n t desclinms 
faUincr to as niuoh ea 52 in 197e-79« This l i ipl ies that 
ths iute manufactures contributed in pulling c}a»ffi the income 
tccine o f trade during 
There t^ A^S a mrked STHS continiious deolin« In eKiorta 
of jute goods. The f a l l in export earnings was not as 
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pronouncttd as that in volwi«r# beociuaii Pf an lnat<»ek«& la 
ttw unit value of eaqporta* Tint inproveirmt in unit v«Jlu© 
w s part ial ly a remilt of rising pri£Mi«« and par t ia l ly 
em indese ©f a <shi«jfe in t i ^ o f J t i t® nm^MmtmfsB 
(sxportitd* ?indoratand t h e t r e n d s In t h e fiamingSf 
u n i t and voXxvtm of jtite goods* fsstptirtfl in a b e t t e r 
i m y i f a t t i ay t h e ohai igeo Sn w o r l d atsd a o o o s t i a 
fact tor® t i m t o f f o s t a d 
Tfte mtxSMm tfiing in that d^ttariscaticxi in parfcr -
occtsrcid i n ttm l a t e @ixt i i i i»* Uw^smm and i970# 
2Eidifi»s csjuxarto of Jute tjsnufacttreo ecsotraetea from 679 
Uii^usiaid tamrn t o JiSO t h o u s a n d tonnea* it© share i n 
mm-M egqpcrts f a l l firoro S4»l perceitt in 1968 t o 47«8 percent 
In 1 9 7 0 * miring tim BMm period* WdLatm aucicea^ed Jn 
mhancing i t s s^hare from 36«1 percent t o 42»3 p e r c a i t ^ Ttm 
r e a e v n f o r the; pocar my^pcatt per£omMiQ« of Indian i u t e goodto 
cannot be explained in temai o£ falling ijnipart deifiand or 
atagnant %forld GonfiUR|>tiQn» Betiieeii them# MJA and Fakiatan 
ixrovided a l i t t l e more than 90 pesreent th© wwld eaqporta 
of jute oanufaetures. Thirefore# the ana^ar lay in the 
re la t ive eo8|>etitiven«aa o f their jut* induattrlea* in f a e t « 
Hidia'a diamal export performance a f t e r 1966^9 waa largely 
the refnilt of domeatie factora and polioiee which affected 
the oocpetitiveneaa o£ her jute induatry* shortage of raw 
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jute« which ioMered the t o t a l output» and ttm C r e a s i n g 
preasur© o f doinestic both cut into the expartablQ 
aurplos* coiqpetitiiPQness m& smthm vmemm thn hiyh 
pcicm q£ raw ^ute* TDWardla the ei^ o£ the mixti&a, msn-
priam Smtacm auoh as atri]keti« dml tbm l o s s of a aiignifJL-
cent ehare o f the Mwrigitk amr'ki&t for beiakiag to 
ayathetXam also piAyed & role ia ttm distiml. i9C|»art 
£cMemme9 "'^lio the Zndlan Jute nwiufacturing ijidustxy 
was with &IX the««r d i f f i c u l t l y ^ i t a l ^ i « t t t n i cot«it€r«-
l>art proaj>«r©d. The l a t t e r benefltijdl n o t o n l y £rom the 
adequate a v a i l a b i l i t f o f r a O a t l v a l y b e t t e r quallt^f ri»w jute^ 
ljut a lso from hKavy ^limldisatlan by the Oovensfiient, 2t 
'mB no wojKlrar ra3tiatm*s I^hare at Xr^la'c mtimtBe 
i j j the l a a t t w yoera of ttm si3rtli?if» 
itie trend contiJit»ed Id the desade of aeventiee, 
fMring the early aeventlee* there was l i t t l e ehanqe In 
the volune of Jute mtnufacturinfi e^cportei from india# which 
fluctuated around a level aomewhat below 600 thousand tonnee 
per annum t97t-72 provided the aoUtary ^Deception when the 
vduKoe of exporta attained a higher level* In that year, 
ttidia'a oKporta of jute gooOa 9«ined on account of buoyant 
deroand conclitiana tfaroad* Thia waa largely attributaible 
to the c i v i l war in what waa thm Baat Pakistan* which 
diarupted aupE4iea from the laaln conijeting aource* in the 
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8ol Ier*8 m a r k e t which developed* t h e i b i c e s o£ Zndiim j u t e 
g o o d s inereaeed# r i s ing the t jnit value index buf 1 3 * 3 pereent 
l a but tim voltioe ataxtrnd to contract s^f^Xy 
ixwitian txam Bm^loOmmh inproved ^ediMlly* TTie rmaonm 
£ c r th® eoff i t ianed - J e c i i n © it i ipenttitn macm isoth 
i n t e r n a l anril oxtcrna!.!. cjS ret-i Jute im i^ the i n e r e a -
miJnrt jirtssswc t'C--. e s t i o drruLfjd wece tiife c£oi»a£atio 
c m s t r a i n t i f , Afnoog the ^ t e c n a l factac® t h e f.iust i K f c ^ t a n t 
the sXuriglahneas te t-weld deanemd* A larger ptartian of 
the des^d for M l a t i j a t e fear carpet 
tiSK:icing» I t suffered due to twc faotors* As riaiiKj food and 
fuel eosts squt'^ed rfc^nauijcr Irwjojvies in the r ich t7ayntriefif# 
tfjc* for Ivmwlen l l l te amrir^t f e l l sharply. At the 
aarf*s synthetic nntf^iiiln ?"£nitini«K! to erc<te the 
v&ryp't ^or jMtci carj)et bric!<lnc,i at an os-<tr«;'sie(ly rapid r a t e . 
Al l the saPB, in 1974-75, the; laiit value ol j u t e SHi^ta 
r^^corded a substantial Irjcroase, This waa e n t i r e l y 
because of higher w r l d fariee®; in fac t * the? average mlt 
value of M i a n e*i<srts increasQd toy i;«rcent ov«sr th© 
preceding year* But, the high leve l attained coiild not 
be n«int@ln«d in the l e t e r years of the seventiias beeaiiMi 
o£ the stegnsney of itiport ctenand and tha increasing 
coRpetltion fjron snythetic at^ntitutes* 
During the eeoand half of seventies the unit value of 
jute goods' eKports vas above the base level maiiUy t»«o«use 
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high 
of/worl t l j : r i c m b u t t t e acJvantm^o ifast n&gated t h e 
ce:»itln,twJ ^^XiiCie in t t e v.wmtmu of rnqx/sttm* itiB a©c..lijie 
ifi Qisfituri %ms Sims^ed hy tfves tiwm imin ixasiixsts -
hessinn* mcKlm ana cax^t^t, IjacJciitg. 'Xhsj l^ciiiod 
t l « sl'iorp (SeellR© 5m tti® mj tict c m hm attributed 
t o ttsB Crcsn nthm &mi froiu 
.^ franfi t !® l e s s fsmmss^im, was 
tlKj -C-trst tu aottoo tcsstHec ui a s^uXe* 
'ss Car l^ acfls as iti^ERiO* i t osccaatcXJ ^cr i.yro t l m 11 
uf tiKj t^uria tra-Jci i a amtun tm^tiUiu* m ttm 
Shears £olXtJsmi0 t f « tmUm text.il.e itteiwstry mtj-
ysn^le tu i.filntain ifcn level eecr<irts» as a r e s u l t o£ 
of wfilch I t s store of fclie v ^ l d u-isscimt reciiaterosi a 
AH the oatiie* u n t l i l cot ten tfSctUea W€r© an iiipor-
tant foretgn tsscenanq© ©arnar for the» c«»itry# SJurlnej the 
period 1950»1960« they contributed between 10 and 13 
percent of to ta l coci^ -urt roeelpta each year* Xn the 
bcfmv^t their r e l a t i v e iu^Kartafice In lnaia*0 eacporta 
app«Ni]ra to have dteelined* The share of cotton textile® 
in «86f»rt earnifiqa foi l frocn 7«7 perecnt In the three~year 
i ^ i o d 19eO/61 * 1962/63 to 6 . 3 percent during 1966/69 • 
1970/71. I t further deolinea to 4 . 3 |D®roent in 1978-79. 
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i n K^der t o e v a l u a t e the! c o n t r i b u t i o n &t c o t t o n 
t e s c t U e t o t h e i i o v e f ^ t i n I n ^ i a ' a tearTJW u f tratS® d u r i n g 
1 9 6 8 / 6 9 • 1 9 7 8 / 7 9 • w i l l tiav® t o 3 t t * i y t h e n - m m m i t t n 
i t s eoqxart u n i t v a l u e and qiiemtww 
^M-iM «• JVm%2i ^ i t y^^. • qantm;; o i £ici-xar,ta 
Cotton Tgicti;ie« 
(Bases 
i I N o E X 
fJSfjit Value 
i y t B - 7 0 1 0 3 m 
I 0 7 M 1 1 1 0 lot 
1 2 0 9 5 
197:?«73 1 2 9 1 1 2 
1973-74 1 7 0 1 S 7 
1974-75 234 104 
1975-76 1113 114 
1976-77 1S3 
1977-98 293 120 
1978-79 337 90 
srriRCEi ^^ eamve Bank of India, s#pcirt on Currency 
an<} Finance {v&tiom issues}* 
The a t a g n a t i " ^ t h a t c o t t o n t ex t i iea eKtXMta f a c e d i n 
the l a t e a i x t i e o c a n t i n u e c i t i l l 1971*72« whan t h e quantucu 
exi^orted t ias 5 porcant balo«f the b a a e yemt level« 1960^9 • 
The f i r s t oign of change was the significant increase in 
eiqport earninga during 1972-73, a« hoth ttw txiit value and 
volume retiatered ^f«reeiable grcwth ratee {TMm XV* 12}* 
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TiilB waa JUttrgeiy Attributable to the n&t tro«ie with 
fiMuigXitciesh* In 1973-74, there m a a very 
ifiSiriced and the value of exr^arts alrfost 
doiibled tn a t ta in a p&a}c of 157 in the qwantw. ixvieat* The 
»ti3d«m ^rtMth can hm csxplalneil in teriiie of. ttece?? faotcarei 
F i ra t ly* w vastls? i.r.|jrwe3 nui-il^ y«aitlori o.£ rau co t tun 
a t hA(tm0 m stGtmXt wliteli t t e vtilmm oi t^soctHe 
tmpcrta rose sharply^ sisccanaiy, extxmmly fawtsraiale 
flm-mtd aondltimm afcraodteeaus- the ptrlcm of s ^ t J i o t i e 
r-ateriale ijicrcsBsedt cs^Mi^rablyj' fia^S th i rd ly , « boon, 
in v'crld T-mSch Ib rr-^flj»r?tfxi quite c l e a r l y in this 
tsiit valtje tefeK* llicsisjh tin?* unit mlm rn-tntimmi t o rl.se 
in I974««75, t l « of e9ti;;cstt® (Mrmtically hy a 
l i t t l e Rors f iian ^O resheartt* 197&-7e, tteucifi t-he m l t 
value realisatlcjn decreased by ..©cceat# ttm OKi^t 
quiantws reql®t®rad a revival imccmt* The Itii^ovefamt 
v^ as dtie to a bet ter ii*3arl<3 deriiiaid situation* Hie n®xt year, 
l f 7 6 - 7 7 , eseperi^ ieiaa an vpmc^i trena in both unit value an<3 
voluBoe* The inprc»veftM»tt in eocixart volun® in iaoth 197S--76 
and 1976-77 wee due to a rcyvival in mml^ drnmnAm fin the 
next two years, 1977/78 • 1978/79, the unit value intlex 
re^ietered a very high growrth r a t e of 37 ,0 percent due to an 
eeoaleticn In viorld prioee* on the othor hand, the export 
volume reoorded a eteep deolJjie Q£ 3S*9 percent DIURING thia 
period as a reeult of inoreB-md coripetition fron) other 
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oqportcrs* 
an .^ Xea^ t^ygr iiaHiufacturegi i»©t. its now 
tali© ttp »on'»traaitl.;>fial lasciwts. JUaattor wd l o a t h e umin^ 
faf^tmm art? o f India has hmm a Icsaainci mi^ t-artKr© 
o f l.csatlif*' for ©Iwist a tmiirm ymm* mi^tB o f l©atisBr 
©nd Icatlwf imuFmtvs:eM ^rmf wlmimj {iiftring fe,tie. f . l rs t 
\ml-B o f this s i x t i e s * After t06S/&f»# the grou^ 
wau rapid. cfm'e ©£ Icjatlm^ amJ Xcat^ser 
f a a t t r e s Ut the. fxitol cmimt ceraI^^^}0 innreaSDd 
tmm 3»0 i-^Qmt Ul fete taeeo ^csjfts 1960/61 •• 
t o S . 3 i n V j m / a 9 - i 9 7 o / ? i , m a ^ t r t i i e r 
to ^'^ro^t in 'itfui* t'le sc?©' tiiat# tim 
mi'Mnmlon ot th i s mM*>ts:&ditju.ual fest^xct ni^tinuesd thcuuyr^ufc 
the c!€ca«i«i o£ smmtimm edm* Ttm e l iange i n i t s i j » l t v a l t i e 
and qamtvm v i l l h i t i h X l q h t t h e e f f e < 5 t « o f l e a t h e r m^jortm on 
the moviKneiit o£ tflrc:no oi trade* 
• rv. l3» unit value & atantiy* irieiicQg of ixi?orty 
immt i96e>-69«soo) 
I » . l ^ J L - . 
1969«70 117 96 
1970-71 102 97 
1971-72 105 119 
1972-73 141 170 
Contd.**. 
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ooota. 
mm » ^ ^ ^ ^ X 
. S U I J L S " T ^ i i w a n t i i r 
1973-74 7XJ 109 
1974-75 231 86 
m 5 - . 7 6 251 110 
m 6 - 7 7 33S 106 
1977-78 328 104 
361 125 
Bank of India, on Currenay 
arjd Flnan??e Cvsrlotis Isstiea), 
The m l t value retrained above the base 
V^romhout thf? j r ier iod, 1968/69 - 1978/79, the I m J a c 
showir^} a thrc^c^HBnd<Hel-hal£«>€old imreas& in 1 9 7 8 / 7 9 a s 
conpared to 1968/69» Ttio reason v/as t l ^ rapid growth 
In worid deirand which yjullei up the prices. But# the r a t e 
oi incrmmm dlf£ar«}d in different phases of tha parlod* The 
r a t e o£ (prcwth in tmlt valua was percent during the 
P«:iod 1966/69 - 1973/74* I t earns down to 17*0 p«re«nt in 
the n«Kt two y&ora, 1974/75 - 1975/76. line highest r a t e 
of growth wa« reoorden in the laat three years* 1976/77 -
1978/79* l l i e reaocan \ifas t h e fluotuaticm in t h e r a t e of 
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In ^tarlcl lcf«3rfe desvaaid* 
The quontm; IndetK of leather and leather i^ anu-* 
tmtxxtm &Xm rooord^d a percent yrowtit duriiKi the 
p«ric3d lund^ consideration* eut* during tfie f i r s t three 
yeara, 1968/69 - 1970/71* the yuantm di30lin®i fay 3 
t,«rcc^rjt# rtittinl.;^  ctowetto 9i3|>ply euviitlun®. 
An inciXastie of hide*® and a bXxsm rat€» of growth 
in the imprty of skino, reinforced hy^ imsrizmim i*e®st3r© 
of Jorafjstls <3eu-iajid# w t^is th« rain caiatraintcj tan the 
r«5Cf:ort®bl© surplijs of in the next tMc^  years* 
t&7S/7a •• tfw^t* mn a • stsi-istantlal pick - Mp In 
tfie volmm J^tue t« a sh«rp lfK?re«»e in world Uef.-iandl* 
}:artlet33larly. In In 1973/74 HO'-.iever, the VOIUR'® 
of f e l l by were than BQ pcrc?5nt# fmt thiace ^ a a 
high rat© of in«!rea»@ in price, thanks to the cofitrjodlitles 
boom, India wa« not able to maintain the quantity of 
expcarta becauyse the supply bottlenecks ccmtlnuo j^ to 
res t r i c t the escporti^le aurplua* The neact year* 1974/7S, 
wltiie®iie<l a further decXine in export volu^ie* i#hich wob 
attributed to a down turn in the atarketa. Thore wm 
a contraeticH) in the mtpatt volume of leather and leather 
nanufactures during 1976*77 and 1977»7& becauee of nei# 
c^aantitative restriiCtiona inpoaed by the ECh countrlea* 
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AitiitxaXia# Canadtt ai^ S xn v i m o£ this 
cuntracfciuii in eo^iost voXu»ie# the Oovecneieot took apeeiaX 
frecuiwes to prpi''; up their esqport in ^^hile detMEw 
f^ dningf eoqxct quotaa, a iieiilararat© uhlf t was oought to he 
secured £rom ©>part o f a©rai«»f lnls lm! h i t i e s «r»l sluim. to 
fcXi^JT'ta of flntshcKa leatrier atio ;>«iriiUKa';-turaii» BJc 
5vicrca«.ii»g i,^tKiucticn of Xaattiter quality 
t,uixi!3 f .ar «sqf«rt» lir|.tict dutlrsa tm Itesiisa UIKICC were 
frcan 4»0 %m:amt to 25 f.»&ecmt aiMtrt Uxmh allcswincj 
lil^ccal lirpart of cc«ipanefitsi aa>3 accreiisoriea* Tf"»ese a-seasures 
ItjrtBfcteir with ii pS'ak U). ii4 the fc.scfcemai tipirm'^  auaaac.'siefi io 
gSKpcrt v^alosifi bjf |.«ccaat Sjri 1978-.79. 
m exaiidnatitjit vSl laiit value and tiuantui*; imiicea 
helps us Iv cuiKSluie tlic exi-urta a£ It-^ath&r and m leatiwic 
nanufactuTfe® poeltlvcsly cuotributfja in trying to iiiiartjve 
ix>th the net barter and Incorrie tcariae of India diring 
1968/69 - 1978/79, though thu ccaitributicMi ^^o of a groat 
magnituila in the net barter tlian ineoms terii« o£ traicie« 
IROW mn STgEL 
India*8 exporta of ircti and atedL escpanded 
during the aixtiiHB. There v^a a f ive fold increase in i t a 
fc^eign «iacciwnge earninga* froia $ (oilliun in 1S>60<-61 
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t o $ 106.3 itdlXlcHn in 1968-69* As a r e s u l t * i t s ehare 
in tlie tutaX m p x t eaminys Juti'peci £Kmi l»B percent to 
5«B percent during tHia f:«ri«S« ?hiei liade i r w ami s t s o l 
a» €3nf» ttm d j^ta ic ncw-tradltlonai exp'^t . Tf-^ e mcpcrt v&Xtm 
omtSMmd fco ii-xarmm^ diarlng ttm seventies # fjcoi.. It* 70«9 
ercares in 1968-49 t a E--.* cror^s In 1978»79# tmtt l^te 
Goutrihntim t o t a l e^rxsrt mrnln?^ a ca l ine l t o 3»9 
percent in i970-79« J-af; ys tmvc ^ look a t the change® in 
I t s t r i i t and voluum to asiscfss i t s li.raejt c>n Tn<;3ia»® 
Sbtsctor ami incuire t&cw& o£ tra<J® CTafcj-X© 
«» }Mlt valu© fit. vWtej.tojlgi?^^^ m y r t s 
©£ aytm an^ E I ^ A 
y U s i i T i^mm ' wMTbi-. 
1 9 6 9 - 7 0 l i a 9 3 
1 9 7 0 - 7 i 1 4 7 7 8 
1 9 7 1 - 7 2 1 3 5 3 a 
1 9 7 2 - 7 3 1 2 9 4 1 
1973-74 ITS 42 
1974-75 301 36 
1975-76 275 54 
1978-77 283 173 
1977-78 255 139 
1973-79 275 102 
s r m c E j H e e e r y e Bank o £ i n d t s ^ Rc^xart <m c t ^ r e n c y 
and Flmunee ( v a r i c u s la^ u e s ) . 
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The u n i t v a l u e o f Irian and 8t«e««X r c e o r d e d a 
vmry hl-tjh r a t e o f l rwras i«e In i t s ab&miem e x p o r t 
e a r n i n g s frorn t h i s I t e e i would ^mv© been liauch Icufor* 
Tfie mlt value wae above thm baeast level thruugtiiuut tlie 
- iW7B/79t Tbft ra te oft iticreaefi y^u 
.asrttmilariy his^ h atrinn 1966/69 - 1974/75« t^upitlm tim 
zt 301 In l!?74/7S« m th® atrmc im^, tx:^ m^^^t 
tegistcar^l ® cwitinwou® etantx'aeisiyii duapliig t h i s 
bltfclir^' th<5» bottom a t os cbe .o^ae leve l 
ii^ 'i "ttm i^ntwn r©qi©t«rj»i a l-ive-foM 
la i!}7fi»7?# K-.^ -rrtXtin'^  f.mlnXy froK tfm picic 
in irr iustrial a v m t r l m and ttx>u tfte ora'^ing 
iroRs a .w-il ©jti-juritog cauntries l a 
t?Je i ajfet* AiaoWiatr reason r'or high gro%Jt.h rat© 
of irta» and s t ee l quantwi was t*t© Increaatr'J dojaee-
t i c i^ -^ pply of ttea® iterrsi -and inability of tlKt ecaiwriy to 
<3oiTe»tlflal.l>' absarl> th is baaie develcpTwit gocxi» ttK>ii@h 
th« quantucr; indesc remaincc? above the fe^®© levol in 1977/78 
and 1978/79« but the t r ^ l m s arrast@d b e c a u s e 
of the ®lu3-:iiShn<?®® in ijnd'.j»tri®l econoKiiec end a<Mitional 
l^coteotioniat niamaurea by them led to a contraction o£ 
wMrld trade. The alack densnd a b r t ^ in 1978/79 waa 
raoponslble for laringing the laval of export quantum back 
upward 
to the base yG&r levcsl ot I9&8/69* Tho fi^>arp/trend in 
unit value Ixvfktx augqeeta t h a t iron an4 a t e e l aKporta 
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CKorted a helpful Infiucnee on JDndia*« net barter tetm of 
trado* Ztn itti^iact on lacom of tern» of trade app«»ars to 
be msgotive frocn to 1975/76 <iii t fure um ^ etmtp 
dmclinrn in quniittim i n d ^ auriog this £>eriod« The itqpaot 
on IftccHte tiaciiia ivrfsrotrea aurliiii » 1978/79 as both 
tm mit i^i-lt^ jQ! and quanttuKn wora above the b&m 
dlurln«3 thla three - year^  piariinS, 
pr»:iiKJta o£ otHsirtciotiiiQ iii«lmiti:-l:as acqniXi^d li«|K3rtaiiee 
in mtsurts dm'iti-':? tivs sn^ omi tbB /lon^-tradi*-
tionaJl «atix»rta* t i ^ a *fi€»w aQ^^erienoed the 
raosf, rapia curowth. i-aeports of tanqincmrii^ ^oods which mace 
onl^ n 14,1 rrtllUan in t 960 /6 l Jroa® to $ 113,3 tidiUon to 
l%8/69, AS a r@aiiit« t t e i r shaK-e In t o t a l ®«pi&rt« junped 
Sroru t o percent* Bitt# ttm engineering ^ p o r t a 
ineceaaea tatlier aicwly diaring the early aev^t iea* lWIQ/11 
1372/73* The eixpcart eaminga atarted t o look up ainee 
1973/74 and the atmxif o£ «ngint^ing gou'Ja in the to ta l 
eacfxart c^aminga haa further yone up to 1Z«2 pcrcant in 
197GI/79. 
The rnovQtnent in tNi unit valtM and ouwitum indieaa 
of expnrta of rnaehliiery axvl tranaport equipinent will give 
ua a fair idea of the iMfMSt of angineerlng exporta cxi 
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India* 0 net b a r t ^ and imaim te/cm o£ traile iTa^i® 
TAi^ L^K - XV.lSt of ttiit ViBdtii £f Quanttini 
1 
t i i i T xfiOEX • t t 
1 9 6 9 - 7 0 9 7 1 3 1 
1 9 7 0 - 7 1 10$ tm 
1 1 3 1 4 4 
1 9 7 2 - 7 3 tn 1 S 6 
1 9 7 3 - 7 4 1 4 0 tm 
1 9 7 4 - 7 S 1 2 5 3m 
l e o 32S 
1SI76-77 1 8 1 3 7 3 
1977WI8 m 3 9 7 
1 9 7 8 - 7 9 196 406 
s<:^ URCBt R«s«rv<i Brnitk of xndla# »«port m CurrciMiy 
and FiiuHiea (var ictus iaauM}* 
itMTA a continuous increase in the expert 
unit valus o£ this aajcc gra^p in the ongineering goods 
during 197B/19m m faet* the level of unit 
value In t^ex a t the end of the leriod was just under doiA>le 
than a t the beejinning* The niain fsetcr behind i t was the 
F a m Products Export Declines 
Exports of agricultural products 
from India to the major markets in 
the Middle East fell by over 40 
per cent during the first fortnight 
of January 1991, in the wake of the 
Gulf war threat. The ports, on the 
country's west coast account for about 
80 per cent of the total exports of 
agricultural products, but the loading 
in this period was in the region of 
35,000 tonnes, and arc not expected 
to cross 70,000 tonnes for the whole 
month. In December 1990, exports of 
agricultural products were about 1.1 
lakh tonnes against 1.5 lakh tonnes 
in November. 
Shippers attribute these develop-
ments to the reluctance on the part 
of both importers in the Middle East 
and exporters in India to enter into 
significant commitments till such time 
the Gulf crisis is resolved. The major 
products affected are oil cakes, rice, 
groundnuts, sesame seeds and process-
ed foods. Other export products such 
as cashew, ginger, coffee and black 
pepper are also recording substantially 
lower shipments. 
Marked Rise in Castings and 
Foldings Exports 
According to a study conducted by 
the Export-Import Bank of India, 
exports of castings and forgings from 
India have recorded a seven-fold rise, 
increasing from Rs. 14 crores in 
1985-86 to Rs. 97 crores in 1989-90. 
This export performance is equivalent 
to a trend annual growth rate in dollar 
terms of over 60 per cent for the same 
period, from US $11.5 million to US 
$58 million. 
The cumulative value of exports of 
castings and forgings for the last five 
years was Rs. 207 crores of which 
54 per cent was constituted by cast-
ings and the balance 46 per cent by 
forgings. A corresponding growth in 
world trade by 28 per cent per annum 
during the five-year period to 1988 
has resulted in an increase in India's 
market share in the global market 
place for exports of castings and 
forgings. An analysis of export des-
tinations of forgings shows that the 
share of the Rupee Trade Area has 
declined from 88.5 per cent in 1983-87 
to 50.3 per cent in 1987-90. The 
emerging new markets for forgings are 
USA and EEC. However. USA con-
tinues to be the major market for 
Indian castings. 
PRICES 
Benchmark Prke for Rubber Fixed 
The Government has fixed the 
benchmark price of natural rubber 
at Rs. 21,450 per tonne. This follow-
ed a review of the earlier recommen-
dation of the technical committee for 
a benchmark price of Rs. 19,250 per 
tonne. In fixing the price, it was noted 
that comparison of the price of whole-
sale price mdex of rubber with the 
general rise in index showed that the 
increase in rubber prices had been 
much less than in the general index. 
In the present balance of payments 
position, foreign exchange availability 
for import of rubber in 1991-92 could 
be limited and as such the rubber 
industry would be depending heavily 
on the indigenous rubber only. 
IMFRASTRUCTUBE 
South Eastern Coalfields may Exceed 
Yearly Target 
Having fulfilled over 60 per cent of 
its production target for the current 
year. South Eastern Coalfields Ltd. 
(SECL) — the country's largest coal 
producing company — is confident of 
exceeding the 1990-91 target. During 
the first eight months (April-Novem-
ber) of the current financial year, 
SECL produced 34.20 million tonnes 
of coal which was 11.3 per cent more 
than that of the same period last year. 
With this production level, SECL has 
contributed 30.69 per cent of the total 
production of its holding company. 
Coal India Ltd. till November 1990, 
improving on its last year's share of 
28.99 per cent. Among the 63 under-
ground mines and 27 opencast mines 
of SECL, the rates of growth in Korba 
(West), Talcher and lb Valley have 
been the highest. SECL has at pre-
sent 27 coal projects under construc-
tion. In terms of output per manshift 
(OMS), it has achieved a productivity 
level of 1.99 tonnes against the target 
fixed of 2 tonnes. 
MISCELLAMEOUS 
AEC to Sell Technology 
The Atomic Energy Commission 
(AEC) has decided to vend its nuclear 
power technology abroad and is scout-
ing for potential countries which seek 
know-how but cannot afford to buy 
it from the developed nations. The 
AEC has initiated discussions with 
Iran and has begun parley with seve-
ral other countries like Cuba and 
Algeria. It would also explore pros-
pects of technology exports to Turkey 
and some Far East countries. AEC 
has identified the areas in which it is 
in a position to offer expertise to the 
world in general and certain coun-
tries in particular. Among the items 
which are for sale are the technology 
for nuclear power stations, nuclear 
reactor engineering, isotope and radia-
tion technology, radiological safety 
and protection, electronics and instru-
mentations and other spin-offs from 
basic and applied research. The 
Chairman of AEC has prepared and 
circulated a list of technologies, 
instrumentation and isotope products 
available from Bhabha Atomic Re-
search Centre ( B A R Q . 
Different technologies developed in 
India by various agencies could be of 
immense use to several countries 
which could afford to buy but not set 
up a research unit. In view of the 
facts that selling of the nuclear tech-
nology would bolster its finances and 
that this would help to register its 
international presence, the AEC is 
attaching high urgency to the matter. 
65 per cent Growth in Urban 
Population in a Decade 
The growth rate of population in 
the metropolitan cities during 1981-91 
has been officially estimated at 65 per 
cent The growth rate during 1971-81 
was 53.2 per cent. The four metro-
politan cities of Calcutta, Bombay, 
Delhi and Madras accounted for 
nearly two-thirds (66%) of the popu-
lation in the countiy's twelve metros. 
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SELECTED FINANCIAL STATISTICS (Amount in crores of ru pces) Variation (9f ) over 1 
STATE BANK OF INDIA 28-12-1990 14-12-1990 29 -12-1989 Fortnight Y e a r 
Aggregate deposits 39 ,045 38 ,550 34 ,328 1.3 13.7 
Borrowipgs from Reserve Bank 4 9 4 94 4 4 9 4 2 5 . 5 10.0 
Tota l advances 25 ,389 25 ,098 22 ,385 1.2 13.4 
Investments in Government and 
other approved securities 17.432 16,987 14,576 
2 .6 19.6 
Credit-deposit ratio 65 .0 65.1 65.2 
A L L SC Hf DUl .ED C O M M E R C I A L BANKS 
Aggregate deposits 1 ,84,824 1,83,571 1,61,913 0 .7 14.2 
Borrowings from Reserve Bank 1,798 825 2 ,416 117.9 — 2 5 . 6 
Tota l advances 1,08,935 1,07,828 95 ,967 1.0 13.5 
Investments in Government and 
other approved securities 
74 ,078 73 ,564 62 ,733 0 .7 18.1 
Credit-deposit ratio 58 .9 58.7 59 .3 
2 ,53,023 2 ,53 ,073 2 ,20 ,898 Negl. 14.5 A C X i R L G A T E M O N E T A R Y R E S O U R C E S (M,) 
Currency with the public 50 ,268 51 ,029 43 ,472 — 1 . 5 15.6 
Demand deposits with banks 36,915 36 ,432 34 ,200 1.3 7 .9 
T i m e deposits with banks 1,64,439 1,63,490 1,42,667 0 .6 15.3 
Other deposits with the Reserve Bank 1,401 2 ,122 5 5 9 — 3 4 . 0 150.6 
Weight 29 -12 -1990 22 -12 -1990 30 -12-1989 W e e k INDEX N U M B E R S O F W H O L E S A L E PRICES 
( 1 9 8 1 - 8 2 = 1 0 0 ) 
ALL COMMODITIES 100.00 186.0 185.8 166.5 0.1 11.7 
Primary articles 32.3 190.0 189.7 161.6 0 .2 17.6 
Fuel, power, light and lubricants 10.7 185.3 185.3 157.2 — 17.9 
Manufactured products 57 .0 183.9 183.6 171.1 0 .2 7.5 
November 1990 
198 
October 1990 
195 
November 1989 
176 
M o n t h 
1.5 12.5 
CONSUMER P R I C E I N D E X N U M B E R F O R 
I N D U S T R I A L W O R K E R S ( 1 9 8 : = 1 0 0 ) 
INDEX N U M B E R S O F S E C U R I T Y P R I C E S 
(19X0-81 100) 
Weight 22 -12 -1990 15-12-1990 2 3 - 1 2 - 1 9 8 9 W e e k 
G O V E R N M E N T A N D S E M I - G O V E R N M E N T 
S E C U R i r i h S 
100.0 89 .0 89 .0 90 .2 — — 1 . 3 
Government of India 80.3 86.8 86.8 88.3 — — 1 . 7 
State Governments 15.1 98 .0 98 .0 98.U — 
Semi-Government Institutions 4 .6 98 .6 98.7 97 .6 — 0 . 1 1.0 
INDUSTRIAL SECURITIES-ORDINARY SHARES 100.0 504 .3 524.y 39b. 1 — 3 . 9 27 .6 
11-1-1991 
Rs. % 
4-1-1991 
Rs. % 
12-1-1990 
Rs. % W e e k PRICES AND Y I E L D S O F S E L E C T E D 
( LN f KAL C . O V E R N M E N T S E C U R I T I E S 
8 i % 1995 88.00 11.55 , . 8 8 . 0 0 11.54 88 .00 11.07 — — • 
6 1 % 2 0 0 4 64 .00 11.28 64 .00 11.27 66 .00 10.74 — — 3 . 0 
1 0 % 2 0 1 4 86 .00 11.41 86 .00 11.41 88 .80 11.09 — — 3 . 2 
IN I F R F S I" R A T E S 28 -12 -1990 2 1 - 1 2 - 1 9 9 0 2 9 - 1 2 - 1 9 8 9 Week 
Bank Rate 10.00 10.00 10 .00 — — 
Call Money Rate ( B o m b a y ) 14.00 13.82 11 .80 1.3 18.6 
LORI KiN I X C H A N G E R A T E S — 
R.B .SPOJ R A T E S PER R.s. 100 
11-1-1991 10-1-1991 9-1-1991 8-1-1991 4-1-1991 12-1-1990 W e e k 
U.S. Dollar Buying 5.4750 5.4860 5.4855 5.4935 5.5260 5.9125 - 0 . 9 ^ 7 . 4 
Deutsche Mark Buying 8.4000 8.3800 8.4500 8.4500 8.2600 9.9600 1.7 — 1 5 . 7 
Yen Buying 740.00 746.00 750.00 749.00 736.00 860.00' 0.5 — 1 4 . 0 
Pound Sterling Buying 2.8725 2.! 3750 2.8932 2.8890 2.8400 3.5676 1.1 — 1 9 . 5 
Selling 2.8581 
i 
3606 2.8788 -imw- 3.5498 1.1 — 1 9 . 5 
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C O M M E W T A R Y 
I M F 
Loan to India 
•J* HE Board of Directors of the 
International Monetary Fund 
(IMF), on January 18, 1991, approved 
two loans aggregating US $1,786 
million (about Rs. 3,275 crores) to 
India. This is in response to India's 
grave balance of payments position, 
particularly in the aftermath of the 
Gulf crisis as a result of which the 
import bill on account of crude oil 
and petroleuin products is expected 
to be over Rs. 10,000 crores in 
1990-91, as compared to Rs. 6,274 
crores in 1989-90. The last few months 
have witnessed a steep decline in 
India's foreign exchange reserves 
which, (excluding gold and SDRs), 
have fallen to a low of Rs. 1,877 
crores as on January 4, 1991, barely 
enough to finance 15 days' imports. 
Never before had the country's foreign 
exchange reserves fallen to such an 
unsafe level. The reserves at the be-
ginning of the current financial year 
stood at Rs. 5,787 crores and at this 
level could cover nearly two months' 
imports. 
Besides, exports from India, which 
had witnessed good growth rates dur-
ing the last three years (particularly 
in 1989-90 when exports increased by 
36.3 per cent over the previous year), 
have been somewhat sluggish during 
the current year. Exports during the 
first eight months (April-November) 
of 1990-91 have increased by 20.4 per 
cent over the corresponding period of 
1989-90, whereas imports have increa-
sed by 28.5 per cent during the same 
period. This has resulted in a huge 
trade deficit of Rs. 7,193 crores during 
this period, as compared to a lower 
deficit of Rs. 4,533 crores in the same 
period of the previous year. 
Out of the total loan amount of 
US $ 1,786 million approved by the 
IMF, a sum of US $777 million would 
be made available under a first credit 
tranche stand-by arrangement for 
three months and US $ 1,009 million 
would be available under the Com-
pensatory and Contingency Financing 
Facility (CCFF) in order to meet the 
high cost of crude oil imports in the 
wake of the Gulf crisis. Earlier, this 
type of facility was not available to 
meet balance of payments short-falls 
due to escalation in oil prices. How-
ever, the IMF included oil as a direct 
result of the Gulf crisis and the sharp 
rise in oil prices which followed. The 
credit now being extended by the IMF 
will enable India to finance essential 
imports but at the same time it would 
meet only a part of the country's 
additional requirement of foreign ex-
change for crude oil and petroleum 
products. Both the above loans are 
five-year loans carrying an interest 
rate of nine per cent. Repayment will 
begin after three years and three 
months and the full amount will have 
to be repaid in eight equal quarterly 
instalments. The sanction of these 
loans in a very short period represents 
a major success for India in its nego-
tiations with the IMF. 
While announcing the sanction of 
the new loans, an IMF release obser-
ved that during the second half of the 
Eighties, a combination of strong 
domestic demand and steps to liber-
aUse the economy contributed to 
higher economic growth of about six 
per cent per year. At the same time, 
the Government started the process of 
shifting to a more outward orienta-
tion of the economy both, by directly 
encouraging exports and increasing 
the flexibility of the exchange rate, 
resulting in unprecedented growth in 
exports. However, a large fiscal de-
ficit contributed to increasing inflation 
and a deterioration in the external 
position of the country. 
The IMF has emphasised the need 
for strong measures to deal with fiscal 
imbalances. It has stated that the 
Government is committed to continue 
the adjustment process in the fiscal 
year 1991-92. In this connection, the 
Government has announced that it 
intends to sharply reduce the fiscal 
deficit through strict expenditure con-
trol and revenue increasing measures. 
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It also intends to implement a wide 
range of policies to improve the effi-
ciency and competitiveness of the 
economy. According to the IMF, the 
Government will pay special attention 
to improving the financial position 
and efficiency of public enterprises. 
The IMF also took note that India 
had maintained sound petroleum pro-
duct pricing policies and that con-
certed efforts were made through-
out the 1980s to increase the domestic 
production of crude oil. It also noted 
that the Goverrunent had increased 
direct and indirect taxes and cut ex-
penditure. Further, monetary policy 
had been kept tight and imports by 
Government agencies had been 
reduced. 
The present IMF loan, coming as 
it does at a time when India's foreign 
exchange reserves are at precariously 
low levels, should provide some relief 
to the country's balance of payments 
situation. With the international eco-
nomic environment having a dampen-
ing effect on India's export efforts 
and imports growing at a higher rate 
than exports, there is, however, no 
room for complacency. 
The Economic Newsletter is not a priced publication. Apart from commentary, other sections are based on press reports and no responsibility 
is accepted for the accuracy of facts and figures contained in them. The opinions expressed do not necessarily reflect those of the Bank or its 
Associate Banks. 
One croi:e=10 million One lakh=100 thousand 
ECOmOMIC 
PEVELOPMEIVITS 
BAIVIKIMG 
RBI Eases Rules on Loans 
Commercial banks have been grant-
ed greater freedom in respect of credit 
decisions. It will no longer be neces-
sary for them to seek formal post-
sanction approval from Reserve Bank 
of India in respect of sanctions and 
renewals of funds based on working 
capital limits exceeding Rs. 5 crores 
and term loans exceeding Rs. 2 crores. 
Under the present scenario, banks 
are required to report to R B I with 
details of such sanctions and renewals 
within 15 days of doing so, for post-
sanction scrutiny. In practice, dis-
bursement was held up until formal 
approval of the central banking autho-
rity was obtained. 
Henceforth, banks will have to con-
tinue to report to RBI which will, 
however, carry out only a percentage 
check. But banks need not hold up 
disbursement on the ground of not 
having received RBI approval. If any 
corrections are required after a check 
by the RBI, banks will be required 
to do the same. 
AGRICULTURE 
NABARD Rafees Loan Ceiling 
The National Bank for Agriculture 
and Rural Development (NABARD) 
has decided to raise the existing ceil-
ing of Rs. 30,000 under its composite 
loan scheme and Rs. 5 lakha under 
the integrated loan schemes to Rs. 
50,000 and Rs. 7.5 lakhs respectively. 
Now, the commercial banks. State Co-
operative Banks, District Central Co-
operative Banks and State Land Deve-
lopment Banks will get refinance 
support from National Bank up to Rs. 
7.5 lakhs for their advances to small, 
tiny, cottage and village industries in 
rural areas on automatic basis. The 
Regional Rural Banks will get refin-
ance up to Rs. 50,000 under composite 
loan scheme on automatic basis. The 
National Bank has also liberalised its 
automatic refinance scheme for service 
activities so as to cover all establish-
ments which cater to personal and 
household needs and where some 
minimum investment in fixed asset/ 
plant and machinery is involved. 
These liberalisations will benefit small 
entrepreneurs in rural areas. 
Rs. 3-crore Italian Loan for 
Horticulture Growth 
The Union Government has appro-
ved the Rs. 3-crore Indo-Italian horti-
cultural development project in 
Jammu & Kashmir. This is the 
second phase of the project and 66 
per cent of the total amount incurred 
on the project is borne by the Italian 
Government. The project would give 
a boost to the cultivation of olive, 
pear, peach, cherry, walnut, almond, 
hazelnut, etc. 
INDUSTRY 
Rs. 90-crore Australian Credit for 
SAIL 
The Commonwealth Bank of 
Australia (CBA) will extend a line of 
credit of $50 milhon (about Rs. 90 
crores) to Steel Authority of India 
Limited (SAIL) to help it import cok-
ing coal from Australia. The line of 
credit arranged by Capital Trust Ltd., 
consultants to CBA, will be for 180 
days. The rate of interest on the 
credit would be 0.60 per cent over the 
Singapore Inter Bank Offer Rate 
(SIBOR), which would be much below 
the prime rate of 10 per cent for the 
US dollar. 
SAIL, which has been facing a great 
deal of difficulty in providing coking 
coal to steel mills, has given its accep-
tance to the deal and the credit would 
be available immediately. The line of 
credit would come handy at a time 
when India is facing acute shortage 
of foreign exchange and, according to 
Capital Trust, it is expected to boost 
India's image and credit rating. 
IPCL to Spend Rs. 100 crores on 
R & D in Eighth Plan 
Indian Petrochemicals Corporation 
Ltd. (IPCL) will be investing Rs. 100 
crores in research and development 
(R & D) during the Eighth Plan 
period. IPCL has always stressed the 
importance of R & D. In fact, it star-
ted a research centre in 1973 long 
before commencement of commercial 
operations. IPCL has pioneered petro-
chemical technology absorption, rais-
ing scale of operations to new heights, 
entering new areas like catalysts, en-
gineering plastics, carbon fibre and 
the like. 
The Corporation's research centre 
has gained national eminence; it now 
has an investment of about Rs. 70 
crores and an annual recurring ex-
penditure of Rs. 3 crores. It has a 
resource base of 75 scientists working 
in six areas. 
Industrial Production Decelerates 
With the Index of Industrial Pro-
duction (IIP) for October 1990 show-
ing a rise of 5.5 per cent, the IIP has 
shown a declining trend for the third 
consecutive month ended October 
1990, though industrial production 
registered a growth rate of 10.8 per 
cent during the first seven months of 
the currcnt fiscal year (April-October 
1990) compared to the same period 
of the previous year. Of this, the 
manufacturing sector has recorded the 
highest growth rate (12.6%), follow-
ed by electricity generation (7.3%) 
and mining sector (3.2%). 
FOREIGN TRADE 
& BALANCE OF 
PAYMENTS 
Cotton Textiles Exports tjo Reach 
Rs. 1,850 crores 
Exports of cotton textiles are ex-
pected to reach Rs. 1,850 crores dur-
ing 1990 against actual export of Rs. 
1,329 crores achieved during 1989. 
The indications are that the perform-
ance during 1990-91 will surpass the 
target of Rs. 1,600 crores set for the 
year. Exports during January-Novem-
ber 1990 have amounted to Rs. 1,723 
crores, an increase of 45 per cent over 
the exports of the same period last 
year. USSR has emerged as the single 
largest market for Indian cotton tex-
tiles, followed by the U.K., Bangla-
desh, Germany and USA. 
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buoyant v»orld a«naatid« tscttfi % tfwa el®v©loiJ©El cotntr ies 
and hy oil-riesh ^l^velc^jirig ©ocsoomles. 
The miiGPt qnmitvm inJiasc was above the h&mt level 
tt-roufihoufe t f « r € r i o d # b u t tft® r a t e o f i n c r e a i ^ d i C f e r a d 
iroB. tu phaae* r w l n c the f i r s t half of t h e i ^ r l a J 
a t t i a y , 11^68/69 1973/74 f t h e r a t e o f i n c r e a a a I n 
voiisf.© waB (slcafer. Ttm i^imliml rtmsocja mderiying 
t h i a ^irui'fth ^mem & s h u r t a g e o f a t e e l a a m i l a s 
G t l v x i n t e e i m l l a t e s * w n e o f f ^ t l t t v e e5<pciirt . v i c e ® an<i t h e 
The outlook changed since 19 74-75-
liiglxar r ^ l s t i n e i t s fo i l l t^ of tim dosiieotie 
r a t e o f lnc:rc«i3« in m^yutt vuliKt® waa h i g h dmim 1^74/75 
•• 19WB/790 There was CoM Incrcsise in t t e 
Icsvel o f c i u a n t w r i s i n g f r s m 1 8 8 irs 1973/74 t o 4 8 6 
i n 1 9 7 8 / 7 9 . Hie trimd in th® eoq^act volume o f n iach i i^ry 
and trannport equlpmont r e f l e c t s ttm high r a t e o£ gru^th 
of enQlAecring oKpcrts* I t sewiB that there were three 
bfteio feetere reeponetble for this grcntth* the £ i r«t m o 
the aeraeiKl boom in m » t A«ie* pertiaiilarly« the 
eointriea* The eeoond factor the Inauetriel roeeeelon 
a t twm, %mioh led to alactk doiaest&o (iemmd emS Inereeeed 
the eiiK^liee of ennliieeriiiQ goode evelleble for eseport* The 
third faetor was the (sharked diqpreelation of the rupee 
via the currencies o f t h a n e J o r i s f x i r t i n g countriea c o u p l e d 
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With q u i t e a heittvy t ^ m o f a u b a i d i s a t i a t ) * t iot t i o f w h i c h 
iriiarove^ catp&tltlmmm an<3 ralseKl th® r e l a t i v e prcjfit^^ 
M X i t y o £ €se|.<art® ais a o u ^ m e ^ t u s^lrnsm 
AS f ^ a s t l»? i i J i ^ t o f ocr i ineGrJ iy i csci-^tarta can 
x o ; i i a * a o e t b£irt€C and irvcop/e t m t m o £ t r o c l e i s 
i i^fit i t dpx-«arii t o b e f a v o u r a b l e * i tm e x ^ x ^ t u n i t v & i u e 
indlex ii oc^itintioiai i m t m m m thcrct£oire# 
c K ^ - t ^ m v ^ i i t i x i g © f f - . c t m b a r t e r fceriM o f t r a d e . • 
3ttt# t h e r i s e I n tascijert quantuiR b e i n f j itsuch h l q b e r p u l X e d 
up t h e iiKJ«:x3 tGKtm u f t r a d e w i t l i r e X n t i v e l y fjrc^fcear 
atraisth# 
OF x iot i t s . f#t OF H'<A f : 
Th© in«t«^il i ty o f icnpca?t v c l c m pXm s^ a 
ro l« in the of tmtvim of tr«de« Xoports of indua* 
t r i a i raw {t^atcrials and capital Qooda cetevpied a predc»id«» 
nant position in Sndia'a to tal inport b i l l ditvrixin the 
seventiea. They aXao played a s t ra tegic role in i t e 
indvtatrial 'Jevol«p(»nt« In ordar to aaaeaa the rca.e o£ 
ttM (oajor inport eotnnoditiea on the raovemsnt on India** 
net bartfT and i n o « ^ tarma of trade* l e t ua aocatrdne the 
change* in their unit value anci t^ iiantum* The table below 
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{TilaXe TSTMi ainam the w i t valuEi o£ sml&st 
iiSptWtfSm 
rmp^ - IV , le t Valofe of nitSi^'g .s^joe,^ 
JBaSEM 
CBaimt 
.CDimjrrassj 
« l | « t « » 4 t f t 
Cereal 
F-etroI^Hn 
oru-J© 
96 
07 
S3 90 124 m 229 2t76 263 282' 
DsfeJng* TmnSm 
If Colcstrlng 101 
J^ aj^ er & Paper 
Board* eto« 106 
Srari ^^  ste®! ICB 
Cc^per iu 
F o r t i l i a e r s 95 
^laohlnory other 
thofi B leotr ica l 98 
101 127 13S 334 736 829 92S 955 953 
l i s laa 134 iBB um 31& 324 
i n 123 147 26S 319 317 309 292 
133 97 100 129 1B4 247 21S 210 229 
130 105 100 151 197 160 164 156 154 
lOB 90 101 155 318 437 219 220 223 
SB 83 129 120 159 224 246 292 287 
SOURCE I Ecas, CiiiQ«tta# 
Tfrn cccoals and cereal prex:«ratlc«ui were lour 
auriOQ 1969/70 «» 1971/72 aa irtdicatad by tmlow ham Iwml 
index* The fector behindi i t ^aa goad harveet in the dmin 
prodtiBing areea of the world* AS a resul t o£ an adequate 
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outputs the i4rioo8 caM» domi by u oamll nmgia* But £rom 
1972/73 tiwee was & umitiamma v^esed trondl in tti© %mlt 
vaXue o£ ooreias* M £aet« i t registered a near three-
foldi Su larieee in lt78/79 ae ccsjijaredt t o tBm/iS* 'tfie 
irirae rmmm behina i t tmr. the r a t e of increeee in "wsarld 
t^t i la t ia i i * Ttie deunna cmmlt t Qu^atxipsmi i t u 
puahifKi tfm p r i c ^ , 
ther© liait a pJieoofrnJial JWip in the ijsiaort isricee 
of |}etrcl«im as i n a i c a t ^ by ttte m i t value Index:, 
•fhe r is© ^las im&srmtm t U l tlS72/73» Biils# tlie- oil t^tee ItiJc© 
seriB in 3t<>73/74» -Th© that cfmoQef! th© marltl a i l 
mtsm 'mu t t e iacmtlm of a c&stelt l£n»«n as DI-BC, hu 
tliurc i3lic,o][,.Cill8tia TiSiricet tm the supply Hide, tiie 
o i l countries tf:^ iii^cdrtamsc: q£ o i l am 
r>oliti04[K»eec«i<:Mnic weapon* opbC was in an e f f e c t i v e 
pociticM to a i c t a t o i t s pric® becaiai© £or a l l the iiqporting 
countries — devalo^'eiJ as well as developing — o i l naa 
v i t a l fee the ir eoc^iomle dev^cfMn^t* The f i r s t price Kilce 
eame in 1973/74 when there mu a three fold inoreaee in i t a 
priee* Another hike Jolted the eoonotai* the very next 
year* when the prieee became seven^time mere than the baae 
year prloea of 1968/69. After 1974/75« thw iupcrt unit 
value of erude o i l haa eontiniiea to inereaae but the Jcalta 
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were not v«ry ii«v«re« f^ vor the period am a there 
\t&» a trore than nifie«»£Q2d en^haneeirient in the unit value 
whieh j^ arov^ d ecuehlfig £cr aXl the aeve].fi£»ifig countries 
inoiitliiia M i a * 
TJHit valao of inpattB o f tmmimj and 
QdltmSm mtmiAlQ als© r^isrefed & ntjotirnxum iricreas© 
thrt.>ii:|l*jout uidcr ntwdy^ qroup of c,Nwalcals 
rms ter^aslRt^ly ua&l ar an Indiistri®! Kister'iaia and* 
l i j i t-mrM was ^ros/ing* •The i t&l o f 
tfif^cCs^* find 
tisat ti^ B iiiJ..t of 'ijpiiiiy^ tannlJciQ tmX cuXaxmSs^ natmc-
The ®ani8 i^ piirara trund in unit &£ and 
pai>«r board* iron atid atf»&Jl# eapptae^ f«rtia.ii&(ara and 
non-eieotricaX niachin^y waa ragistared dyritKi the period 
under study* 
*«e ocinoiude that the dfat^icration in barter terme 
of trade ainoe 1973*74 can be attributed to the ateep r i s e 
in the pr iee of oU# eereala* fer t i i iaera« ohefnieaietf 
iron and ate«d and n«ehin«ry« The ohief culpri t waa o i l 
whose nlae-fold inoreaee in infKart unit value pulled deem 
the barter terme quit® sharply* 
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TOLg W«17i Quantum index of India's se lec t Itffxartii 
<Bases 
CGmontTiml i969«.70570»7a}71^72S7S-»73.'73«74J74~75;75W7€.J76-77577-»7aj78«.79 
Cesreal 61 68 43 19 77 100 145 98 14 12 
Petrdleuiij 
cj-i*3e 
Dyeing 
& cialotarlng 
mt^rlaXs 
Board 
ircn fi Btm^ 
cm..^ 
F&rtiliz&PB 
i-iachlnery 
oth@r than 
Fleotrieal 
t e a 193 ©14 19B 5 3 0 J?39 234 229 2 3 8 242 
1 
7 6 9 0 7 6 7 6 7 3 6 2 5 4 6 5 6 1 B2 
124 17% 1 5 6 137 l o e 1 2 2 9 7 107 1 4 5 1 9 6 
91 I S l 2B4 2 1 8 2 6 3 144 117 1 4 3 2 3 8 
1 0 6 1 1 8 l a a 124 1 1 9 9 5 3 5 7 2 iM 1 7 2 
S t 4 1 6 6 6 5 7 6 9 7 7 2 6 6 m 1 2 1 
7 7 7 9 87 6 0 9 4 6 7 7 4 7 2 6 5 7 1 
OCX B, Caioutta. 
m eamtninatian oi the changes in the quantm of 
select imports wil l help us to assess their Inpset cxi gross 
of traiis Cmbls XV* 17) . the iirport volutre of osrcMas 
was below the b^se level* 196e/69# dtring the f i r s t s ix 
years of the period* 1966/69 « 1973/74• Dut« for the next 
three we had to lirfiort cereals at a laroe scale beeauea of 
ths scareity of Itoodiirains clue to the fa i lure of inonsoons* 
In the las t tv© years 1977/78 to 1978/79 there was a 
flrafnatic redueticn in the quantum of i{t|)orta* Zn £act« 
the foodgrains shortage had considerably eased even in 
2 1 3 
1976/77« But# then tiUtii-»a3?oiffi<:i ocaise&d in 1977/76. l%io 
favaiarabla fac tcrs yi&ce r^sivnslislo i c r i t . F i rs t * there 
waa a roeot^ arirjUsuiturol ert^p in tfiat yoar* the 
stoolcs to 18 roHiiun tonnas ImJ ^cy^niUatf^a in 
tim p^jetine. as remilt of tim confort-able tiositi^^* 
tbm IsifjCMft® uf! <|£alae on cojuu^rcial ««©o4aat 
ampmifimi^ 
Tf^ a other tim Gum:&lltlm w l ^ e t?ie iiijcart «imBittiia 
was Iml&^f til© i^ase ifoar t^rcurjtKiut tfw 1968/69 « 
apjlar^* tmnint^ ana culoijriftfj i - a t ^ i i d s 
ana the non-^eotrlcsil tachinecy* i:tsD min faetcr behiiid 
both was the irxxr(mBG.t pme o£ in€rimferia3.ipati«4i to toaia, 
xner«3s«t1 rlor^iostio o£ t t e s e strategic eanrsKlit i^ 
fielysed Sn rcduoing tfsetr voJLuu® o£ luixxtBm 
Ttie o i l jarlce-hUce was rravinft to Im a very heavy 
burden on India's balance of :«ysn0r»ts. The tjrmrirK^ 
dtefieit In the balance of trade was rainly ciise t c the 
escalating incrcoast? in the price o£ o i l * itiere no 
other way but to contain the volune of o i l tapoKta in 
cirdar to reauee the trade gap* i:ven then the increaae 
in iitfxsrt volmm v^ as two and a half tinw rnore in 1978/79 
thim in 1968/69• The volut:ie would have been n«ich largt^ 
ii deliberate! e f for ts to cheek i t were not iui)letnente(j« 
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I'ieasure® %mscm t&km t o r@stralj|. docnestie oonawsiaticai of a n * 
rtm ijftc^ g'immm l a tiie iJti&m o£ tMtxtA&mi mt^ i t s i^-oawt® feejpt 
t t e cioiiieatlO cimmvS hi of'iee3c-# 
Tfm- fimmfctMa af ii^aaufacturisa l^ttllimem 
mm imlfM tlw Iwel tfwot^hout tf® psricsd un^icsr attiSy 
in the Jlast 1978/79. T|i® ltr|..©rt was quit® 
I m in 1976/77 # rmiiBtmmi a r®3«Qti«i q£ 34 im-amt as 
C!UKf,«rf3d to the iaas® 1960/69* w&re t i m ^ 
min rmmmm fcsr t.1%':' nfmrp re«li«2fcit.fi Sn voXmm* 
laroe stooke were mming (.ireasuice 
o£ l K p * t smarsalYt l l ^ m s c iri pr«i:«e»* 
tJcit o f o^wdcal f a r t l l i g f i r s eonsetiuimt m b e t t e r t^tijli^a-
ticifi of I f istalJBl ear«c1ty» "ftilr^ly, f ? f f « t i v e eneoiraKje'" 
i';«it wae j r w l - t e l for tfm of cjrganlc iianisrets. Tte 
In volture i j ^ o u i f ^ n l e i l by t h e f a i i l i n world i - r i e e s 
raart i l t&J i i t a s l i a rp ctrc:^ Iti t t e v a l i i e a£ i i t ixac i s o £ l e r t i - ' 
l l s8®r« i l l 1 9 7 6 / 7 7 , I n th© n e x t y e a r * 1 9 7 7 / 7 8 t h e volwiis 
o f l i t p o r t ijnerea««sd a a t o t h e p r e v i o u s y e a r * b u t 
b^lcvM' t i l e h®m l e v e l . * The r^mmm im: c o n t a i n i i i g i t 
was t h e InoireaGied doRwwtie p r o a y e t i c m a f f e r t i i l s e r s * Xn 
1 9 9 ^ / 7 9 , t h e t r e n d wee r e v e r e e a and f e r t U i a e r s inoports 
i n e r e e M d l>y t h e h i ^ h rrar^iin o£ 4 a* 3 p e r c e n t a s ccmpared 
t o 1977/7S» The u n d e r l y i n g f a c t o r b e h i n d i t was t h e 
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herdmiim of tti© liit«rnatloi2«X of f g r t i l i s e r a * 
Cm the wh»Xe« tfie f ^ t i X i z o r n cannot be held responsible 
for t t » i detcfrloratlon in t i i e (^t^oss t4»'n«i oi t r a d e * 
Tfi© Ij'.fjott q\imtm:i of iMp&e ari4 paper board* cop.r«r 
and iron and jst :^?el a l l registered «m vpyfwcd uov&aimt* Ttm 
'^ olwciK of iuiport® oi i^^et and i^ ap^r liomxi iiscaresisied Say 
9 S xmt tsmt t Qf copr-er b y 7 2 p e r c e n t ; Mid o f i.r^ti and 
s t e e i l l:jy 1 3 8 j ; « r e e n t r Jur inc t t w f i e r i a J , ISJfeB/feS • 1 9 7 8 / 7 9 , 
esTi prcstoiHTici tfi€ v«srdflcjt tfmt ir^ixsrts of crt«le i..«tro-
iomn Srm airl est?;??! aryJ tsapj'^ rralnly respattsiblct far 
tfm mxeamSsr* th© npors t0rr« of trat3e ^ urintf the ;.€rio«3 
im^ a^ 'X sttrJy. 
rt w i l l b© v e r y pertinent to loojc into t i ^ iii|>ll£:a-
of the nxsvements In tery® of t r a d e for india*£ balance 
o f p«yu«nt®# chot ig i^ i n t®r.ii© o£ tradte o r e r e e i x » « i i 4 e f o r 
additicKial earnings car lose o£ exchai^e eaminga* 
iDn othor ««orda« tha deterioratlc^i x in t4Brni» of trado 
means the loss of potent ia l foreign cMotrnvm that would 
have been eemed had t h e t e r i i « o f trarle reciained s a ^ * 
Table ZV«16 will help us to kmiw whethor the naoveKient in 
teri»s of trade helped in tia to reduce i t s trade gat? or 
contributed tot^ards i t s ftirther widening* 
the favouri^le n'oveanent in India ' s b a r t ^ t e r m of 
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trade during tf«9 period 1966/09 • 1973/74 ai^Kented 
India 's escchanrfu earntnga t o ttm tun© of fc. 1#030«3 c r o r e s . 
In th& aJbmmnaet of A ^ d l t i c ^ l {^arnlncia as a r e s u l t o£ a 
favoidable s h i f t in net bart .^^ r t^rua of tra'^# the trade 
d e f i c i t i^iiM have tae^n larqely by t h i s anxvunt dtrlng 
the a b o ^ i^prition^J p&clodim But, the continvt^tim daterio^ 
rat icA In tht« suto0e«.ioer<t f^ciud, 1974/7S - causod 
a a'ui^staiitial Iobs of potential. eat-nJUtc^ a msrth 
Ti-te r e s u l t m a a net l o s s o£ |»tent ia i fiarei^B ^Kfiiwjge 
^^omiiKis of k'0 crtjr«38 «Jta-iny -
wluah tiu© i-ifjii wi i^areeat of the net tvaae .-.ieiioit 
uf t:?. croTM dicing ^ e^rioKl undteor sttadly* X£ 
Xadia*s t«sci-5S of ti^asic Isad not ^ixsmmi diaring 1S74/7S •• 
t97a/79, the net t r ^ e <ieficit %-muhX have been canly 
t'm 7#388«S # Just of the fiffti^l ^let c tef ic i t 
titciiYg the poriud unacr oibsM^ation* The inevitaible 
coneXusion i s that tkm t^terloratltMn in India 's teems of 
trade, ciuring the l a s t half of the seventies ac^csravated 
the trade nap which !::rove«:l to be a sever© aonstra.lnt on the 
r a t e of eounoinic grciftrtJt, 
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<imm ,n n,f 
f^v^vfr^i^ mmmm 
In t h i s study ^ h^v^ exaniia&a the e f f e c t s ot 
mvemmt in XnOia's t&emsi o£ trade on her ecuciemic 
£a8|>ito o f <aJU i t s t h e tmmm 
o f t ra^® cimcQpt s t i l i coJrEaisnda M^iriou^ a t t e a t i o a i n 
a n a l y u l n g t h e prgtc^ss o £ economic growth* i i r s t l ^ f * 
t h o t » r m o f t rad® have v i t a l q u a n t i t a t i v ® 
i ^ l ^ a l f i c a o c ® f o r devmlOiJ'Mi^ G O J A t r i e s X f ^ i a * 
they cervm as m indicator ot th© o s t r©s-tilt 
o€ nuMiy d i v s r g e n t eeuiKSffiic v a r i a b l e s and have f o r - r e o c h i a t , 
mlias^ connote 
I n t h o av&iXaM'B i i t e r o t i i r e * n o ^ t o£ t h e a iscui&£ian 
about the e® in teirmo of trada cmtMrea aroam.^  the 
group aggreyates* cousplis} of 3tUQii@3 aisout India's 
termiK ot trade mjzm c u n c s r o e d only uith tltm n e t t a a r t e r 
t«rmai of trade &ad covered only a period t^to s i x t i e a * 
In the present worH* we exiusiinea and anaiysed not onXy 
l>ax'ter terras ^ t aXao the incxHm tsaem o£ trade* 
Moeldes the a^regates we have exciminc^ d the siGctorei md 
individual ex^ M r^t im>ost eott«noditi@«* Tm period 
covered goes vypto t l^ ma of the seventies* 
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A oi^ai f i cant issue that have examinad in t h i s 
i s the irrpaot of teems of trade on transfer of 
res^urass from developod <»3u(itri«$8 to dKeveioping countri«s* 
Xherid are sharp dlirergenee o£ opinion mong the internat io* 
nv<i tra^e c:«oiK>miste a& to fnhetimr t h i s transfer i s actoa* 
i i y taking pls^e or not. Hany ecooomi&ts f e e i that instead 
of reai. resources (noviog the d@velop&d to ttw deire-
loping area®* a reverse iisoveoieiit iB aotuelXsr taking place* 
£he main (.'euse of tai& reverse novesient in the direction 
o£ flow of resoureesis the secttler deterioratica!! in the 
tertss of trade of developing coimtries* a gjtoup of pro^w 
iKint «• FreMsch* ^toger ^nd Ifyrdal have ptopoivor' 
ded the seiciiler deterioratiofi hyi^thes^is* 'I'hes' have a r g i ^ 
th^t tiie developing cmmtries trade ^ith the deve lops 
cot»itriee« the terms of trade actually deteriorate for 
the poor eoontries* m tuxv e a ^ i r i c a l l y tested the 
Prehiecho^in^er^-l^rrdal hypothesis tof examining the net 
her ter tmxmt o f trede of indie* ^ m have tr ied to ver i fy 
the s e e u l ^ • deterioration theory omlf on the JNt^ iiie 
o f i^igregate unit v«lt»i indices of exparte and ifl|porte# 
but a lso by extt'^inini the trend oi these varieJtlee in the 
Riajor aectore and princii^el i e ^ r t eomnoditiee* 
1* A8 the hypothesis i s about net barter terms of 
trade we have not exajained the trends in income 
terras in test ing i t * 
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Zn other vordo, m havo situdi«di not a n l f general t/stetm of 
tradl« knit a lso js^etor*! ttmirj of trado* we examiiiCMi 
th€i unit value and Quantum indices o£ exports and itaporta 
Cor deciding what^r tl)« distriHution o l ^aioa of trade 
between India end the of «iforld m» a^ireraely 
Glifected as d resu l t of ciovement in her net £>erter entS 
incofim terms of trade* uur £iaaly;;>i& m to ^acn to 
a d e f i n i t e ooncluaion a£>out trie iiqpact of tenas of tr^d^ 
changes on the transfer of resources* ^reaver* the 
t^ ttmse gx^stions tm$ provided thi> ansner of w 
e^m^slly i c ^ r t wtvitii@r India 'o foreign tr«;;.de 
.'-nd ii.0 tern^s of trade conttrimtM i » acceleriitiiig tt)o 
r a t e o£ i t s ^^conoaiic Ijy a;>re 
ecmomic res'vJturce ;^ for i^raductive inve&ts^t* 
uus stv^y cmmrB m ijeriod of three aecaaes# 
to l 9 t8 /79* S t hais lemm <fiivi^ed into eeparete @hort»rtm 
perioile* ranging from nin* to eleven yeerai* the f i r a t 
covers the period of 1949/49 to "Sim second one 
runs from i9SS/59 to l e s t one etudiee the 
trena in tenoe of trede during l968/§9 to 1978/79 • 
itw ^ftr nfffffm ytifflf H ?fftiitti 
Xhe net ha l ter ter^e of treOe aaovecfa^einst Indie 
aurino a greAter part of the period* the terme eooved 
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In mvx favour only ^iiriii^ th«i £iir»t ymm* I94S/49 «• 
i95l/$2* fti0ir«a£t®x-« ttie bartmr t^rm continmmly 
decUa^jtlll 4 0 1957/5® t h s y mm 14 p e r c e n t Ubb mm 
t b e l & m l o£ 1 9 4 8 / 4 9 * m&lysmd tb® Q s c i U a ^ 
tlmB in baxi^r t&sm oi trad© nith ^tm imlp o£ 
iini^ valu® indicm& q£ ^aa SMyoets^^ m foimd 
tsliat the favamafcl® th® mt torter tmm& 
mSQm^ loaia Smlnq 19W49 to l9Sa/Sa vst ^m «£> the 
i!i XiiOis's mpQst ibices toiag 
p e r i o d , fii© l i ^ r t ^ r i e o s a l s o r«yi8ts i i r®4 ^ © o v ^ 
bat t i M i^semt&qe i a c r a a s ® i n t a i i t valta® tras 
mucli t t e i th^mm&m i n i ^ ^ r t mit f h e 
i&ll tmem o f tr^^aa ira mm e&m^ 
h f a m m m Q t X m i n m i M s t u n i t v a l u e c m i p l ^ w i t l i 
a m r g i n & l i n c r e a s e i n i m i t i ra lmt* f l i « t e r n o f 
t t ra i t t i n remaif i«d mt a l ^ u t ^ ^ l e v « l iiii t l i a t 
o f p r « v i o m 8 im&&mm t l i o i i i ^ laoth sa ipor t 
i m i t v&Xm tsDViia \ip« tD«» r i s e i n e x p o r t t m i i v a l u e 
s l i g h t l y t h m t ^ d t i f ) i s i ^ r t w i i t Tbm 
i w ^ f a c i ^ t o f t h e b « i r t e r ter tsa i n tfi@ Xmt thtm i 9 5 V 
S i i9S7/B®« whm i t s u b s t a i t i a i l : ^ tmlmt m® ham 
l € V ® l a m t r a c e d t o t h € s tagaa^csr i n ®Kpart p r i c e s 
w i t l i a r i ( M i n i e ^ r t p r i c e s * 
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thm fluctuation in Znaia*9 siiport price wss l a 
conformity with the mv^mtent of votM pricmB for primary 
cossKKUtica* ShiL happened l>acausa raw matMriale s t i l l 
foroied an i i ^ r t a n t part o£ iMir a x ^ r t a * alttiouQh tba 
fltiara o£ manufactures In tha tota^ axporta was riaiog* 
mraovar* as most of India ' s manufacturad oomaoditiaa 
tmre the ir prlcaa wart afffiicitaa Isy 
tile; pricas of primary 
Tim forces that tiroiagtit aUiut tliit^  osoillatloats in 
t t e gcmeral price laval irn^ mam i,mrt;loularly in the 
prices o£ iiere short^^nm ii@ll as long»ruxi» one 
of th© lo»@»t@ri0 factor® Um upmrd m th« iSisib^d 
Oue to a grottrth in woria po^alation in tha post<«war period* 
iniiu caused the r iaa in prices rnHprnsrimm^ hy the gtrixsmcy 
corsRoditles during the period* r i s e 
in price was acc^tuatad Ivy the t a c t that the nimre of 
th@ ^ r l d prc^uetioci of p r^lmary ^ c a u c t s lun taring the world 
trade had fal len as eOHtpeirad to th(& twenties* Thie was 
due to an increase in co'aaiiiiptloo in i^a proauctn<i countries 
of priiBary comooditiea liHe tea and mica*, 'fhe 
lon«*run factor of increaaa^paee of induatrlaliaation in 
these counti-laa waa ranponsilile for th« inexeeaed u t i l i s a -
tion of raw iiateriala part leularly Industrial raw materials* 
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xtitt m & t s t ^ i f i e m t s h o r t ^ m n f ^ t 0 r wDich i n f l t i ence d i 
d i e ptlm &i m^ort^vm tlm isorem wsat i n 19S2« Tim w&s la 
m m A m s r « s p o i i s i £ i i « £ o r t im s h a r p a p a r t i n p H c m * p & e t i ^ 
aulmely o£ atfata-gle m s t e r i ^ i e * i«yri{ i9 t ^ Koreon ^oom, 
ttm iMcmmm iei p r i c « @ o f Xadia*® @icpQrts wm gm&texr 
t h i ^ t l i « ifice««a&® i n i a i j o j r t p r i c # 3 « c ^ s u l t i n g i n & s u t e t a o * 
t i o i i n i n d i a * ^ J M c t e r t&m& o£ 
la ttie Idter years* wl^ tli® cassation e f l^ &oia* 
tUto prie»0 of priitiairf casiasoiSi t i e s tlmr« 
m s h i f t in td muo&timtms imisjsa&d bgp tim Mfh 
of co^s^xtimsm &X&o a&vmgmly 
^iieetmd tH© ^ l i i ^ iax pieiim3^ to a 
£artl3Ajr f a l i in pr ices m&iiltMS .in & antaxrio* 
r&tlosi in iMT^iT &£ tx^ aurian liS|/S3 m imt/^* 
l a i i w i 9i„ i i^ i i t i 
i^ tiHi mt i^iwisnt $m im&mm tmma of 
wm found that m&v^ A in fimstis' 
tlui p«rio4 in ^ coi^iirison o£ 
incoflw m^ hmnmxt tmsm of t r i ^ m^w^ that thsy 
in tlw mmm aurin^ tli« f i r s t four fvars o£ 
tim pmsiis^ • i95t/93* In tim mxt year* ldS2/S3« 
m t h of th»i& taov«d do«in« i»imm i!»SVll4« th« in 
tiMi tifo tmrm of tr^a* msm in sivsr^Mit air<i«tion@« the 
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incoflw %mms ot trad** a«8plt* flucfeutttlons^ jtsoalnod 
QcmBtmtlf aimvm th^mrml (2946/49)« the bartwc 
texuw of tr«t<3Ni %Mkir» tliirtm^toii't teXow Jl«v«sl,« Zt iKie 
shoiMi that Ineoow t«cfM of traSe aiavttd in India* s favour 
the datarioratioii l a barter ta r^jaa of trad* becauso 
ot a £avourabl« atovdHaatlii volusia* export 
oJbov® the ti«£ou{|(hotit the period 
-Bm taarked liapmnraaMot m Ineons tesno of 
tfr«ii» Sm-inig to I9$0/SI was dvm to an m^^&im of 
i ^ ^ r t mlvm* 20«0 oaiit deeliais l a mii?on qamtm 
r&spmsl^e for th^ f a l l in tJtm rata of increase l a 
loconso tsjcma o f In 1952/52« An l a c r a a s a o f tl»l p a r 
cmkt iit -^ zs^Vm iaSax l a l@Sa/S3 to p t ^ m t , a 
dacXlaa lo Incoma tttraa of trada i^iow liasa lavitl 
!emema» of e daaj- a«tfirioratlu» in th@ h&ttmr taoM of 
t ra ia* Ttim eomttmam mspms^ Um In tl it wiuarati during 
1SSVS4 - 19S7/Si emmg&mihlm f o r the few^xahla itova* 
nant la India* a loooma of trsttia during thl# parlod* 
mm 9t Hem 9t 
Ma took th« aid of varla^Xaa lika wilt T&1U«S and 
quaotm of aajor mmioie% and Ixyort eo^modltla* In ordar to 
aoaXfaa th« ehan^aa In nat tertar end liKtowa tamui of trada 
of SHiior ooiMMi.tlaa« Aa tlia tranda In lai|>i»rtant tradad 
gooda wara raflaated la ovaraU traada» thla Mlero»anal,y&l8 
thrav valuatola l l g ^ on tha bahavlmir of nat toartar and 
IneocM fmmm of trad«« 
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M of j u t t 9i€)C}4ii rnemmtff^ for m» of 
2S*3 cmt &i ^ amufiil m&mla%» Suriim ttm stib* 
tm^s -ito mvmmm, in fti^o^ prie* Im^ « 
pm/'jxfui OB tte^ of ii#t Idoirtiir and 
t^JTEa o f fli^ w i t o f 
e^e&Xlf up t i l l 2i5Ss/S3 in tUce KOreao «i«ir 
teoop. yefj^ of i t sxism to m ateOffwaHf 
Xm^l* AS w® haw taifffis 
m dujjiijg - ^ 
easport iiMt ireliKt of jMte cmrntmie '^^  fro® 
It52/S3 to -aie fceSn fa©t»i: fecjhlaa fclse decline is 
t ra i t j sa w f - ^ t t o r i s e l a i f i^is-
©trlfil ccteptrip'i^ es © n^ayit of of .^ubstitiSJt®® 
mm ittmm^lon oZ li^St i t mm% tm not®^ 
Vm mt feas^fefii: t^rnaof ai®o a 
a#tftrioriitl3fi Cifrla^i tMi.^  ftwt icol® of »a«Gliti4a9 
yeslt of julA .^^ -^ d^'aiat.i mfmvnwem&lm wm^mmt of 
Xodia*© Hilt tmi%ftx: tmtm M^jg^itp tim mernhimU • -^ioger 
tiMiMitf* fii* floport mlvsmti indt^ of jmtti c^c'^ cfg €sXm 
tomlm thct thewt^^mt tti« low l«wtl 
o f e j q p c r t e x c r t , ^ . « dtowwujctl f a a l l Jfei ifioraiia 
o f tr«<Sc> 
XlM vaJliMi of 4MM ttxports* «iei«ri«i3C«d m w^msd 
mormma ihtoii$)K»ii« imma&iAg by m mattb 
M pmr emt im 19r»9/S9 m ocugmrtia to 1940/49, 
2 2 6 
UtiiB elam in maq^ott sx icm o£ a mjoir ccnuoodity 
sniat have daf^xmod the rata o£ Ooteffioretlon in aat barter 
of tradft* i i ^ t!ie taiit viB^ vm o£ tea cutgorta also 
regiatered a doiAward tread* tho ^egro« of d«ter&oratioii 
haxm }o&m niueii greater* $at» the iu%2ort quantum 
above tho ba&o ImQl <lurl{t@ the eiil^-^serioa* The^  
ex^smaUm in export volmio a c^t r iba t ion in the 
favourable taoveracmt of 2ndta*s iocoin® t®ras of trad®. 
Gott&tk textii®3 m m also roepojsible for th© 
dom^^rii m'vmsmt oi indial^ aot i»Qrt@r tensa as i t s unit 
valWB recordedl a con traction of 33«1 per c ^ t during the 
oui>*porioa tmder cxa'Maation* daoiin© in the export 
prices oi cott»3n text i leo »as to the ctapiation of 
denkJi-ti for thosti t®;»tii@s» 'ihei ex|M?rt qoantiw of 
cotton taKtil0£i alao face^ a aiirinteing esarket ana# tharofore* 
piunyed downward* tho Xo^ a level of eicijort volutne of c^otton 
teKtile^s exerted a nc^ativa pull on iaamm tenos of trade* 
After «acanining the role of these three aiajor export 
co«K!iodities in the cnovc^ nent of net barl^r and income term® 
of trade* we stw^ied tiim iB\i»act of major ic^port oooioioditiee 
on these laeac^ures of textns of trade* m found tiiat the 
import of food* drink and tobacoo h^ id a favourable iiopact on 
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tasm o£ trado t i l l 19S1/S2» becaustt the i i ^ r t prlcws 
did not r i s e laaeh during t h i s periodir ttm t^ Rtali r i s e 
iluriny 194S»52 m s in tune wltn t)ie» ^ n e r a i riKtv&aeiit in 
the m r l d price* ttm r i s e in pxice of £oo<3 procJuets was 
Xbqb than the r i s e in pr ice o£ raw m t e r i ^ia during t h i s 
period* ^ t during i0S2/93 to i9S7/S8« i i t p ^ t i^rices of 
£QOd# <3rink an^ tot»(3ceo had on adverae isiipoct in t@rme 
trade* The i a ^ r t in £act by oiDre t t»m 50 
per cmt ana seciouaiy hariMid t h e n@t l>arter t e r m s of trade 
during the o£ tkie f i f t i e s * 
Til® 0l»x)tin^ ^ o£ iEiport pricea of c m materials in 
19Si/52 as a resu l t o f Korean v^ ar ajSversely affected the 
ne t barter tejcms o f traOe* tt iereafter* tbe/isBgox^ prices 
r o l a t i v e i y d e c l i n e d from the peaic« imt t ^ y rciBained oiiove 
the iaase level* tfyo^ coatinued« therefore* to exert e 
negative e t f e c t on net barter ten%9 of tra^Se ibut i t not 
o f a high faegnitilde* wac the most imortsmt^monq the 
Km material ii%ortB* I t oonatituted olaout one third of 
the tmi materials i%.ort@a during the yeiurs i949/S0 * 
iPhe increase in tho price o f o i l during the 
hike in o i l ii^icea had en unfavourei»le influence on India** 
net barter tenaa during l94i/49 - 19S2/$4* atiereafter^ 
t i l l 1957/S8 the imiort pr ice of o i l r e l a t i v e l y declined 
.ind* therefore* did not cause nuch damage to the terns of 
trade* 
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Thm price of maiitt£act»air@<l c(^:iao<3it:ie4i was th® most 
i{%K>rtaot fac tor l o tSetojEmloiag Zndio'^ tmma o£ trade 
£>iac« tiMiy fornisd SO peer osnt of htar l o ^ r ^ She I f i ^ r t 
o f mnvtfoa&iuigeB wmr& quite iiigh during to 
i9S$/S7» it m& otUy in Jm 1957/58 that the ra te o f 
in<sma&@ in wi i t vultM d m l i m ^ re la t ive ly* 'Stm tii^i 
iir^port i^riee o t mmutsmVisms y m l l ^ ^om ttxi net imttmt 
tBm& of trade* mchirnew ^^ asr oam o f the i n ^ r t a i i t 
cci^ iraodJLtifts in tim iffi«.orts of maaui^acturBsi* I^MI Mgh 
unit valtMi of doriag tli© of t ^ 
f i f t i e s aii&ct^ India*£> a®t barter tiei-m of 
m m % ftt ,1B, t f 
Diiit€4 Kingdkam aanamGm& the SevaiuAtioii o f tm: 
^rractey in im^tm^x 1949* in&lm to fellow mi l t 
aaS asvaliMa the tagr 30*5 per coat* lk}Valiiatioii» 
Gontcflury to the th«or«t ioal focimaatioaa* did not ©avwraoly 
•f fcot Xst(Sia*s mt bar ter tones* She dooliae in i t in the 
third quortvr of 1949/50 i^ as s o t tim rvault ot any £ a l l in 
ttxport prie« tMt a iHors than propoxtlQU^tm in«r««s«i in 
iaiport {HTiett* Shis adverse fdovenieiit in tecnts of trade mis 
c»hor«^*lived and they eoaia attained t h e i r ixr»-devaluatioA 
l e v e l in the l a a t q(iMirter of i949/S0* The rnasona for the 
f e e t that devaluation did not adveraely a f f e e t India* a 
terma of trade were fourfold* r irat^ the report pi^icea« 
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parti«ia«viy of e m materials* ^rm maintaifMKS at t$m iiigti 
10V»1 to mm hoom ^ mmrat^tl W tim mmm tmr* i^oeoa^ 
m hQth yiaitad fCio©^ India h^- ^olma tHeir eiirfmciea« 
therat* of umtmngm b«ti#ii«ii jrfi|»e« m^ pomd 
c®aialii«!<l &mmm Xfidia*s Kith tlie stax-liiig 
acomcntea for atemt SO |»er ce»t of i t s t o t a i teraao 
tiicnover* t m imt&SB to #i!«trt a favoiira^d 
teirsui o i trad®* tliivd* the aoi3«»d«svaitiatic^ 
^aHistii!} a ia not S u v a ' s tmm^ heemmm of the tcaato 
hatmrnn tlie tifo eoiiiitri®fi« Mgii^r i ^ r t 
pr ices of tm Jtate catJ emg cotton i^i^M hmm 
aiimGtmd t@£m® of laat Huft 
DteAmmtm^ tim ^ m t m of mit Jute MCI m v oottoo liii^ort® 
mkiistm deoiin^a fnueli thiit th«y fa i ie i i to «3e@irt 
my kmmt m tiiras o f trodw* S o t i r ^ tJtm mq^ 
c ta t ioo tli^it d«valuati©fi g«sieral.ly reduced tSm »%sott i ^ t m 
o f manufaoturwii to a grotttwr mtm% tHaa mxsmtm^ iqf 
iuatioA Mia i a ttw of of 1949* 
xiidia*8 oxiioirt prioo of awmtfaetsuptts rmiiJ^Mid ^t & Iii9ti 
ieimi of dam«a4 f o r th««e prodtiets* 
^cM^iiuiionitt 
Tim foIiowi{t9 cooclusiofis fcom ttio foicoipiiig 
t r«f i^ in the various vari«t>i«9 affoeting tHe bartor and 
income temaa of t r a ^ t 
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(«> The d«%«riari&tloii in the mit barter 
v* 
tmxm of m s dv^ to a proportionately 
greater adverae lODveiBiifiit in ttie eacport prices 
than tim iflasiert 
(!»} Iw^^vmmt lo ioeoiae terms o£ trade me^t 
that the Xobb to the eouatcy due to the adverse 
' (icmirscait of tm^sort price £Ad/or i s ^ r t i^riees hee 
brnm mee than o f f s e t isg a more then proportioaate 
favourai>l@ in the ot 
(c) though tih© ineor^ tMmm of trade^ gaina from trade 
voXvem of exs^ttsi are iK>t: esiactly coii^arahle« 
l ^ r e aacista a rs^-latioo^hip tsatiieen theEO* the 
incosie terms of t r ^ e las© the It^&k of export 
voliKw equala^tta^ faina from trade i ^ ^ 
A study of the change in India*a gain from trade 
gave an iJi^A?tant ocnoluaion* Me fo>sid that 
indie 'a ahara of a iatr ihat ioo of gains fron trade 
Iv^xormA only during • i9SV92« S t 
ooasteatly eontractcid during if»S2/i3 1957/5S# 
giving a net lo&a Cron trade during the stih-iSMiriod 
under obaervation* Xhia distritoiition of gaina 
which was against India in i t a trade with the reat 
of tha world aubstaAtiated the 9rebi«eh«singer*a 
aeetilar stagnation theaia* Xt alao meant that the 
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reial resourcMis «ere flowing out of Zndia to th« 
camtsims* TUm mt cesuXt wea hazufui 
£or hur a t developing hor «eonoiigf« 
In or4«r to Ksnootti out oajor i rcegular i t iM in tim 
covatsm oi tracltt and tim cdiculatione of and 
inborn tmmB of tirad« m m oo t ^ tmMim of 3 fwura 
fi^/lag rnt&t^stim E^ at a oa«« bat 
one jT '^presio&tin^ ^ 3 fear jptars 
tl)^ current fitiup ^ eM heaG« snpYtsd £orwajni •soil 
^mm cf'tlcuI^Uofid slKsti^ s dsaar df^mr^ txmA 
in b-iittm totm f^ i i3.s6l.intt in a t 20 
g^ issr cwit ^ t ® ^v^rj t te incow t e r » of 
m r e diseowxuS to jsiaffai* fsva m iO e«nt d«t«rior«tioo 
ii^n ne a ionih'trua v i ^ of Ito ittit* tb» ^l«oiin« in i t 
mm umllmt: tlk{»t o£ n«t barter tmwm of trad** 
am m itffi«S 3 yaax iRoviny to fin<3 out th« 
ia^pAct of dOMx^mB in tsi^m of tr^ide on gains from 
oa httc neonoflilo sinilarly tm ujmd 
onothttf 4t*tii»tiooI d<iyie« of o%iciil«tin9 notionAl 'Xosb* 
or '9«in*« in ocAar to find tit* ia^«ct of chi^ ogoa in n«t 
barter tarns on laalanca of trada* M« ealcuXatad tiia ttypo« 
ttiatieai valiia of aiciiorta th^t Xndiia would have ftamad i f 
tJoa tanaa of train would have raiRainad stable* ftm d i f f e * 
ranea batwaan thia hypothatioal e j ^ r t aamin^ aod tlia 
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0 
amount actual ly rvalised K^gmBmtmd a gain' 
the tanas o£ trad* impewmA^ or ^ o t i o a a l i i f 
tbe taratt o f tratfa <3«tiii-ioret«d)» m tonus that <lua to 
the worswiiiH) of tamta of trada* inaia »tt£faraa a aa t loss 
o£ f!5 252*1 ciroras in axport aamioge fcom t949«50 to 19S7-58* 
trMch e^ fflia to aixmt pair e ^ t of tlia t o t a l trada a a f i c i t 
during the sul>»pariO(S tmdar axesiinatioii* Xn othar had 
tha tams! of trada Daao stahla* tha actual t o t a l trada 
^ f i o i t wQ^Xd have baan s a a l l a r a t li erogrm inataa^ 
of the actual d a f i c i t o f m 1*763 ororaa* Stia eoaclu^ion* 
tharafoira* isi that the datarioration during 194«i/49 ta 
1957/56 in Inaie*® oat hartar tacma of trada torthar tti^aoad 
the *tradia'«0a£>' MockeJ as a constraint har 
aconoffiio growth* 
x z . HB li^ , ^ S^HI/fff , WT/tff 
tma nat l»artar taMM of tratia wovaA in India 'a favour 
during tha pariod* l»Si/59 • 19#7/«@* t m mognitada of tha 
favourahla traad# howavar* variad from j^aar to ytar* Tha 
paalt %faa ragiatarad in 1967/18 whan tha indaic tonehad 124 
(19S8 M 100)* t s r tha r a s t of tht pariod* tha h»rt«r t a i a 
o f trada iada» fluetus^tad toatwaan 108 and 3.15* tha favou* 
rahla iMurtar tarms that India anjoyad during t h i s pariod 
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was dtt9 to thimi factors* tiirat* Snaia b«ii«iit«d £ro«i th« 
mxpmBixm io world trade whieh v*ra« refl«fet«d in the i r high 
ejcxjort prices* coupled witii f a i l i n g il^port pric«3 nor* 
mainly resiX>n6ibl« for favtmreJals laoir^MHit of th9 tsrtas of 
trade* Thm smioaA r@«icon f o r tiis iit^xavcMnt m s h i ^ r 
ra te of inoreass in «iorl4 for matftrials than ttie 
rata of inoraass in t h e i r sv^ptjt* b&tnasm ammmiiS 
^nd output ptt^ hsdt t;^ tlia prices o f r«iw n t s r i . ^mm 
til® main of Xodl** 'Utiirdil/* b i l a t e r a l as^ 
pmjfmmtm «igr««i»ents a l s o sm£*g\Jmx6.9d mtport p r i c e s 
ttm pmcSod* 
MmM,Mm§.M wffiff. n 
th® bartsr tmxm of tr«MS« of m i o s traae^ 
g r o u p s o f in o rS«r ta onaXysci tli» inairi'^ iiittnt In 
XMi«*s tmema of tradsir fcund that £ooa# iMiv^reyeft ami 
tolMec^ i»ip«ri#RO«d i a v o u r a J a l * tcjoiu* t i t s i r « i i ^ r t 
proportionately higlier thm th* i n ^ r t prices during 
ths s«d>»p«riod under study* l a the tm materials grot^* 
inedible crude iiiaterials iexcept fuels} rscorded a worsening 
of barter terns of trade mainly iMcause o f a sg:urt in i s ^ r t 
prices* Other raw aatexlal^s l i k e loineral fuels* lularicante 
&nd anuual sad vegetatae o i l s estiiericaoed m 4 ia^rovement in 
terins of tr«Kie liecause of hi^iier e x ^ r t limit values* In the 
category of manufactures and 6ei»i««aai%ufactures# chemicals h ^ 
234 
ttm most buoyant t t m s of tm^stm^ a 
very M«h l&wl of mt^oet pr*««s ma a iow Immtl ot inport 
priee«« Zfi thin eafe«gory» smmi&etmmB dlso Joyed 
favour«t3i« tiBtmrn mt» m ixi^^tmt i o ^ r t grot^ ^ l i lw 
machln«ry and txamgoct m oairars* 
mjv^mmt in bajrtar o£ traOe of 
Mglieir £icic»» than the peleee* 
i n ^ a mtSoym^ S a i&vouemc^ iaeom trnms of trade 
th£oi£g.iiotjt 1956HI8* i t s l<@ir«I mM> &9m hi^ime 
thm cha Ret Jserter terc© ot trd^e^ Incma c f 
fihowia a ccsiifttfci'it ttiivara aasvtsiMat t i lA I t irela?* 
t iv«ly ^jQlioiAd for t)Ki noxt ttfo ym^roe not tmcBUse ttmm 
WBB «nf €mtnfmll in i^xport isut i^^catise of tHe low 
fi»t barter trntma of trt^*^* I t i t « tqpward 
trmk tmmhlng the pt^k of tS l S t9$S} !n 19%1/m* 
nm fairottr«l9i« iaov«fn«flt in incoi&e t i^rois mant 
lij^ort ca^F^aclty was coo.ftr.ntJly «isfjv>n<eioQ rtwrlng thl« parlod* 
Xh« tiaiii raaaoo for thi« favourable ti:and th« incraana 
in axport volima. an^sort voluiaa if»<3«]c conaiatantly 
abova the baaa Xaval* fha rata of Incraasa wac a b i t clow 
t i l l i9ia/i3» Imt i t ttaiaad noneritUK with tha ifas>lLt!iMi»tatioa 
of ajtport pro«K»tloii miaaaraa* the rate of inereatie 
quite hifh during - touching tha E>eah of 
i3S in i m / M , 
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All sxaninatloa of incom* tmsm of tr«a« of major 
ground of prodiaet* that the food« /ovMsrayss ana 
tobaeeo mmsm ciaiiMuriviisiag • more imoutmlslm iacom tAcns 
than thtt barter of biacamm timm^st iraluiae of 
timum mgit^tmsviA mibatantiol iaoxmm* during 
tM.& period* mouii em mtmly^Xst Xncom and hartcrr 
w 
tmm& {somiio Sireetioas* iitiilm ttm t ^ f ^ 
o£ imdlhl® csrtKl© cc«tracfct4# 
thair i^ QwiBW of ts^Sm stiCTtfi®! 
l-^ 'iiia* M m c£ mium&l md min-^ al -^ aJ 
^ilie had a !i%»v&mnt Imt the ia<»me t^ irmst a£ trade 
aiovea eAvmt&^f of ct^itraotioii Sa th« voltiM of 
the ir Axisoxiui* that while tim kmxtvic t&m» 
la41c.>tflK( a t««itioi}» thi» ijt|jort o«tpa«si%y c»£ thmm 
g£&upis ha^ 4oiiRi« I a y^oup foano** 
%mm h o t h f o r ch^tado*!:^ m a ttiiiixttfaatttreii* tsut 
diiwr<gi«M3 in tlui of oumhiMrnxf md transport ttquiiNNMit* 
fh« bfitrt«r terras had SKyvsd f«voiirel>iy l^eo^ Uiw of « f « i l i a 
export prioee* bat th© izsenid::.* in d«iaai!i<l for exporta 
was laor* thaci piroportlonate to kh« £«Xi in pricsea* ttm 
rasuitaot stdbstantieX eicparisioo in eaqport ifoXuiM! imlied 
up the iaoone terme of trade of Maehiaary traoaport 
equipeiwat* 
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nm 91 'Wi! 9t fyltiff^frtti mm\ ^Mg^lUtgi 
M t e r loolOn^ a t tlie i!^<3eit of {imioc traded gxou^ 
o f oonnoditisji on tjoth net bartoir and IcMsoiae tcucms o£ 
tracl«« pcotsea OKJV^ MWit in the Indices of m&fe value 
aad volume o£ ra jor Individiaal mtjo^t cQa»)oditie& in oirdar 
t<o find out theijc caotrilKAtios:! in th@ clianges experi^cedi 
h ^ t e e m s o£ t r o ^ e * a t u a i e d v h i c h Oont^'inued 
to be a major fcreigik es^han^e turner, tliougti i t 6 ^omixiaaeo 
got eroded* "Tea wao facing a utttadiXi^ CaiXiog average unit 
value o£ e x e r t s * I t r e g i s t e r ^ a decline uf>to 19dS/56 
exc@g»t in 1960/61* I t toueiied tho lowest in 
unit vaiuo revived in 1966/67 and i967/66» aeciino in 
tHe t33i^i:t prices o£ tools place in £msm of r is ing 
doaiQistic cost o£ production* /ta ^ r i d i o ^ r t desaand o£ 
Xnaian tea had ffilleft* ahe hafi no option but to s e l l i t 
^t lower pricea« ahif t iag the r i e i f g cost of production 
to t l ^ OsmeBiUe f-rlee&0 Xt wais poasible to s h i f t ttie coat 
b'^iien because o£ strcnig <iG«te0tic The reasons for 
the f e l l in the es^iort prices of tea Mere tMO^fold* i i r^t« 
Ceylon was edging out Indie ttem tlie world market because 
of bet ter price and ^ e l i t y coc^t i t ivenese* secondt the 
world output of tea waa groviaj during th is period* while 
the tiforld demsod was not increasing a t a projportionate 
rate* -^ hie resulted in a downward trend in if«^rld export 
prices* 
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Ttm «3iport iroluoM of te« also deoXinod m «h« volume 
ia^m vm coastmtly telotir th» beise Xmml throughout the 
period* 2 t m m B thut tee eii|)0£te mtsm stiffei^'lag tmm 
I 
b o ^ low prieea and to ohr^nHage in voluoe* whi«h i i ^ l e e 
^eterioratlcm in isoth net barter end iiKKxae tersRS of trade* 
tive conclude that tee exerted o ^ommx:^ pull on tioth the 
m ^ m m a of tonas of truti«« 
m imaaiiied th@ ro le p l n y ^ lijf the ®xpQirt» of Jute 
mnuf^t t t res in tJie mwmimt o£ iiet barter income terras 
o f t r e ^ - tr^iie^ lay {siciulsely oh^erving t h e oh.<ing«s i n i t s 
unit yaiu© and valtsse* ^ur study r o i r e a l e d t h a t ^le unit 
values of both ju te f a b r i c s and eaciee r e i j i s t e r ^ oiare thou 
two fold increase* ^le higher pr ice of. j u t e inaottfaoture& 
was aue to the lanQjfaiit pr ices enjoyed j u t e bags* uaeim 
£or pacicii^} and d&rgMt • blocking* £here cextemol 
r e a s o n s for th@ favourai.»le u a l t value o f Jute goods* 
hessian occu^ed an io^iortaot prlace in Jute mnufactiures 
and i t a prioes tvire pulled by the growing itorM Iwgoxz 
demand.* Second* thm s h a r e of earpet-bacfcing was increasinf) 
in ju te goods e a ^ x t s and i t traa fatching higher pr ices in 
the tiorld aorleet than oi.heC t redi t ione l j u t e goocis* Xntemsl 
fac tors l i k e incressing cost of , reduction were a lso respon-
s i b l e for pulling up export prices of toamafactures* 
i^oMOver* as a leading esiportar India was able to inflitonee 
world prices of Jute goods* The conclusion* therefore* i s 
that Jute eiKports proved helpful in the favoureble Movetnent 
in India ' s barter tmxmt^i trade* 
2 3 8 
As far ds Juttt gocxSs eicportd'contcitmUaii towards 
€ti«ir chmgo l a Ituxms team of trade cofic«ra«d« trat noted 
tliat tim q\xmti,%Y of ju te fabrics atiovoa an upward trend 
af ter an i n i t i a l @et«l>aeft in i9W/%X and 196t/6a* thereafter* 
i t cc^itinued to move up* i t ffleana that the jute fabrics 
contributed i t s sli^re in the iaii;rovement of i n c c ^ of 
traSo that Xndia onjojfed diaring tMa period* 
ift!|>acit of cottCHfi t ex t i l e * msgoKts <m India's net 
barter tstms was c^nsiderabia* 'itw tmgotx prices of cotton 
tejKtiiec: recorded a o^aiciorable (60 gas cent) enhoncaiaeat 
dtirin^ tho period* is i i t value index was abovta the basut 
level 11950 » 100) in a l l the ifears of Uie period* 1958<-63* 
the rit^e in the unit value aainly due to the quality of 
xridisua u^ttm tex t i l es * fhe superiority in c^u&lity ena^ed 
i t tQ fatcli hiyher prices in ths^  worl&i niaricet* 2he other 
raa&an was the riainii co^ t^ of d c ^ a t i c production* Shou^ 
Indians ab i l i ty to infl'J^^ce world prices of cotton t e x t i l e s 
iMitf. bseii eroded by low cost cotton t e x t i l e s frocn Japan and 
MMBg Kong* s t i l l the high internal i^rices got ref lected in 
the export prices* m are of the opinion that ths cotton 
t e x t i l e s played a positive role in pushing up the net barter 
teneii of trade Storing the period tinder study* 
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alhllm thft vxpost, w&m rining* tiMi mpof^t volumt 
o£ cotton tn^t)lm& shoirad a douotxMd* Hm mlat ivAly 
Ion ImwmX of export voXun* ma ttm coso l t o£ inoiro«i3l{i$ 
cc«np@tition from siysithattici Cilarsa v^-m otmsm In tlko tuorM 
maxkmt liicr«asiiig during t h i s im'ioil* ^^ttMur irsasoa 
£or lowor o£ftft)c« o£ cotton t6xti&«s tmm we® ti)« 
in^Xi^tttat ion of ^ t t o o jimti^ma t^^ xmmam'c wiiioli ^ffeotiveisr 
r«duc«a th« ax|)Oct of cottcai to d«v»lop«d countries 
fsoK tlw ioii»img« pr^uoing c^mtsima o£ ttm t«or].d» 
"itm low qu«»ttin mmmt that tlw incom* t»sm oi tsr&dm 
for cotton t e x t i i a a tier« of lower magnitude than th^ laalbter 
t e r ^ * finding i® that the cotton t e x t i l e s exi>orts <Sid 
not piay a a i g n i f i c ^ t ro le in the favourei^jle moveaent of 
the country^ iocoi&e teraie o£ trade* 
India enjoyed a v i r tual wtnopoly to the «iorld oacl&et 
f o r cashew nntst in I9to*0* /atlioti^* during the s i x t i e e 
e«iii?etition from other ^i^rces increased* i t was s t i l l l i j a i * 
t«d» The unit vdlue of caiBhew e i ^ r t e exi^erieneed a r i se* 
p a r t i c u l a r l y froai mi/0S to 29«7/i«» The peait of 139 
( B M t wac touched In l9«6/»7* ihe increase in 
export pr ices was i n f a c t due to the high $>rlces that India 
had t o pmy for the ioi jort of raw cashev nuts* Ne conclude 
that because of consistent high eiQport unit value* cashew 
exiK»rts foade every e f f o r t to exert an upward pull on 
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Stidia*0 net bar tar tmxm ot tracl«* Tim volumo of 
caalMiw kecnol oxporta also reglstoMd an txfi^ox^ Bwing 
ducifig tlie |}«iriod« imt th* iticcoase in VQJIURM t^ as reXativel:^ 
of a Jiower aagraa HMyEk ttia rioa in unit vaXua* Tbm mti^xt 
volWi@ mainly inomaiiad baoaniia of a strooyar i c ^ r t dtfnaod 
uofviat Utiiam* lower growth i » vQlwm than m i t 
vaitw aaant that the laval of G»s1mw*B incgiae terms of trade 
wds a t a lo«?«;r laval thaa the barter tariiia* iut f i l t t l a 
curtaio that cashew'a aatporte aXao imshed Zaaia's Ineooia 
icmmB of trada* 
« 
the e jc^rt of luy^roca&sad ra« matarlaXi^ from 
mtalifarrous or^s iuv« alwa^a Mm ^laatitativaly 
s i ^ i f i e a o t * 3;ro£i ora« mm^mea& ore and aica which togat^ 
her conatitiittt/tha hulls of thaaa aacporta* Inoreaaad thair* 
ohara in total a s ^ r t aaroinya feom par cant in 1960/31 
to @«4 par cant in i9ft7/60* dtut* thair tinit iralua inOax 
ataaiSily daelinad tfhiia the vtdme index ahowad a vary 
8trcct9 t^trwAd attaining a thraa-»fald aii|jansion in the rt/st fc'-"^ 
l a s t two faara of tha period* -ant W that the unit 
vaXmt and indieas of taatalifaroua oraa conceal, the 
d i s t inc t ly different unit value and volum trwada in eaeh 
of these ndnarala* there trass a striking Urowtri in India 's 
iron ore exports* in fact* mtport aaminga gr^w lay mora 
than three timaa* Over tha Bam& tiaie« tha quantity of ore 
ex£>orted incraaaa^iaven niora* tay about fiva-foid* As a resul t 
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Of this rapid growth^ tite of iron oxe in t!i« to ta l 
•x^^rt eaminofi iticr»«se<l from a*7 pmr c t a t in 19M/ii to 
6*2 per coot in 19«7/i8* VMa Bhurm amy haw bmn Higlwr 
i f iron pricos had ataysd a t their I9«0 Xmmlm In real i ty* 
the a j ^ r t prices daclinea which was «|ii4ta appacaat by tha 
aowanara trand in the oa i t valtaa index of icon ore a s ^ r t a * 
Hiifii coaypals oa to baiieva that i r ^ ore exerted a negative 
i ^ a c t on India*® net liarter terse of trade* ^n the other 
hand* the volttme index registered a phenomenal growth in 
the axport quanttini* fiia v&ty high i eve i of voiism ittaax 
isapiiad that the inoocaa t e r m of trade of iron ore tiara 
quite h i f ^ r than tht^  l^r ter terms* It al&o establiahaa 
tHat iron exports in£lumm on India 's itteane tmma vaa 
^,o@itive wililee i t s a f f e c t on net tamm of trade* 
export ptmiormrnssm of jsaanganaaa ore wm q ^ t e 
disappointing dy(rin9 the sariod* I'ha share of 
i t a axp&rta in the t o t a l export earnings f a l l from 2*2 per 
fc'/Vs cent to 0*9 per cent* £ t %m& dif^ioulty to d i s e i ^ e def i * 
n i t e trend in wxpott voluaie as the q u a n t i ^ fliwitttated widely* t 
Zt «3an aafely be said a iat the naiiQaneae ore exports did not 
sttide any appreciable dent on India 's inooae terns of trade* 
Sut* the export prices recorded a substantial f a l l as eviden* 
eed by th^ ^ oontimaous decline in unit value* Vhis meent 
that maaganeaa area i8 ;^>aet on India 's net barter terme 
was <Sepc«8oinQ in nature* 
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mmiag i958«4t« Zadia wm lof £«« tlM iarg«st 
producMNr and «iQ)04rter o f aiica ifi tJhm world* But* th» 
export roo«ipt9 mmmuSmtux^ mifsm msm m^B o r 
Stagnant thxouQlKntt tim period* f ^ trend® %m£m 
discamabJUi in tlMi o i ummmS&otwe^ mlem exportad* 
expert volmtfi st«adlly increaiifd v n t i l 196S/66* During 
t h i s period ailoi esq^-rts g i v ^ an thrust 
to t n w m tftiiins o f tctuSm* Bm,, ineimi; i^Xuo^ 
contracted daring 1966/67 i9d7/l>e« l^lylnirf tli&t tim 
heipfui, iagp^ct amaidmreMy mukmaea* the otiier hoiCt 
^ unit vaiuwi decsXine^ t i l l givlno r i s « 
tci the iepmsitUm that t2»d mica «»i>orts) played a detftriu^^tal 
ruis t i l l tliat ^ a r m f ^ m net J(»srter teriM i»«re eonmm^d* 
amt* diaring the l a s t turo sfeara c»f the j ^ i o d * the tstit valine 
o f mica export® r e g i s t e r ^ an ii^^^wtmrnt md hdth i t « i t e 
oantrilniticm towards a Cavouxr«M« mVi.mmt of net l»surtar 
tejctsoa bec^ae positive* 
i^xporta of engineering g«x>da vhieh imre aaXf 9 i4« l 
mUiion in roae to $ nUi ion in which 
meant a £oiu>Cold esQ^anaion* Aa a reaixlt« the i r share in 
the t o t a i exporta iiiii«»ed fctMft i * 0 to per cent during 
tionestic pricea were per cent higher than 
the intejmational prieea ifi the ease of mt^t engineering, 
gooda* ubvioualy these pnjdueta Ipauid not have been compe-
t i t i v e in the ttiorld marltet without heavy auhsidisatAoa* 
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me movoraeiit l a tim unit value index of ntachinery «iQd 
tsmiipOKt quite lllustretliNi of the low 
export i»rlee« of engineering p r o d u e t e * X t was elear« 
therefore^ that ttm eftgiiieeting Qooda inire guilty of 
aon^ e^nlnQ the la^roveneat in the net barter tenne of trade* 
un the otiier hand* t h e r e mm e phenonenonel mgm9iim 
In the ^antwa of engineering gooSe ex^^rt^* iha fourteen* 
fold Jui^ in the eatyporta of msuMmm end trati&^rt e<|Ul^  .^ ent 
i r^icates tho tr&NA in the VOIVBIMI of engineering 
esq^rte* 3?he istportant factor l>ehlnd the high 9rotfth 
rate la essport quantum vt&a t^m pso3soti<m of h i la tere l tradef 
portioularlsf «iith the Sestem tswei^* f e r m the isieoi»e 
terms of tra<le ot m^immxing pro<aoets were concenie^ tlmsf 
mm a t a h i g h e r level t h ^ barter terme* hb cm 
deduce that ^ engineering goods ccmtrlhuted towaras a 
favourable wovmtm% in India* ! ineoie terue of traiSe* 
SiXytBsrm '£XiMK3e iMMre xmcos^mik in tim unit vcduee 
volume of i a ^ r t e « A »tudy 0£ the lectors effecting the 
prioois iiSimtxm of tmSot itr^rU; prDVia«i:i m escs^lenatlon 
of mavem^t in m t biorter endt Iimsuiw ter&a of tradMMl 
food inporte accounted for ae oueh a« 19*1 per cent of 
the to ta l ioiiort value in 1 M 0 « 6 1 « cereals were not only the 
aoet iwportant iteoi in the group bat eonetituted aa ia^portettt 
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ii^poft ooMmodity In th* aggrvgata ii^poi-ts* A look a t tlMi 
tifii<; m l m iQd«x t&Xd m tliat ttm |4rio<Mi o f cwmaXa mxm 
^pKmsamd during tiMi mio^t tot tfcio tuo y«ara 
1966/67 and m7/ft8* tliitt mm% tl iet durHnQ tii i« £«riod« 
tlM iMport of aiff«aXs did not dainftgi) iMit b«rt«r tertoiift 
23te wliBOQ o f im^iOftfi Imlotr etio Iflvtrl diirifig 
earJL^ th* txai^ swireod slne« and 
t i l l 1967/68* 'JiSm ma. tiiat tim g m m 
bar tar tftnas isipra9«d during 1.964^1 m ssoar/anid to 
e a r l i e r 
um^£erxom mtBl& m ie^xtmt td^acm 
Iiidia*^ QQKiGOdity CQi^s l t io» o£ ii^ports* QQfffigmt:, almlnlvm 
and asific «iere tlw i a ^ e t m t coiaii&<!atl«a in t h i s ymip* ilM 
p r i c e o f t^m i m t f t i a mm 0iktm h i g h 
during th« period* 'Sim iaiprt pKic^ o£ cs^ppor itoam thr&ug^^t 
ttMi period* 19S8«6e» long as tli« in i«|}ort unit 
vaitMi %«• nodarato* India ocNfttinuad to i»|K>rt highar quantiw 
t i U &|)63/64» fiinca m m tim unit vaiiaa atorted to 
smgiattut a high rata of tsmmtrnt and cc«ift«quaotiy tha quantuiB 
graduaiiy dao24jiad* wttan tha imsmst prioa r«gi»tar«d a 
£our«fold ineraasa in 1966/67 as ooRMi^ arad to 19Si/S9« tfaa 
volume had to ha cnirtailad* xha conoliution i » that the 
ct^Fpor aaqporta mipjjortad th<i f « v u u r a ^ e movmmt in I n d i a ' s 
nat bartar tarns o f trad«« f i l i i la Itjt a n u r i a Itt^iwrnA tha 
groaa t e m s in tha aaeondkhalf of tha ^ariod* 
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I n t h « M M o f AliMiniiM* U n a i a ' a lBi{)ort OmmaaA 
^^emJ&i m vMpmslon^ ncoxMnts m inegmma* of f i f t y p«r 
coat i a i9 i7/M eomgmM to t!ie hmam ytar* 19S§* ftie 
prl€»9 tm the oth«r hand^ mrm lem auring a mijor 
portioB o f the period* We infec-# t2:)e]refor«# that the alu* 
miiiiiifii mtupwcta OmpemBso^ tlie fie.t her ter taxRW* hut i t s iai^act 
CMR barter of trad® was qtiitie trnv&xixMrnm i i m 
dinpiayiid « i a fcoth tht « i i t vaXu® ^ad t e i l i a g 
th^t i ^ i i e i t 4 aegfftlrii ptitl. a t «)«t baetrnf terms* 
i t di^ eaairt a py-zsitiv^ t-lu- qs-oss barter terms of 
trciSe* 
fim iaspojst mit value ot mif^xrtU fuain 
treiad enS ied t o a higher voJlu^ Th? saiae 
tread was atxnm hy the prices of cxu<Jt« tlnmgh the 
r a t e of deeiioe in prices ^ six'^iitlj^ l a i t thm the 
nineraX ftiels as a group* JChlu weti th» for a higher 
<iuauit«ii of in^port of crutfe petruleun trtan otiier t ^ s of 
foifwirtti fiieie* An f e r as tihe «iff«ct of iinsiort of aiiflMirsl 
fiaols %Mfts eoncremeil* i t exerted ^ pttlJL a t the net 
barter tereis and stt uptiar^ push t c tha groas barter terms of 
trede* 
Cheedcals and i t s preduets* ifAport^ce as an i n t e r * 
nediate 0ooas ixsdustry increased with the ongoing procose 
o f indiistriaiiaitioiii« 'ifhe i m i ^ t unit vaXiie of ehemieais 
reiaaiiieA loif and t h i s was the reason of curitinttal upward 
eliimi i a tile quantUM imiortedv We noted that India 
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a iavoweMm tr«sMl In t»m9 of trad« of not 
<mXy c^tie^eeUs tmt al&o in the i r ta^&le inputs • chamicuUtd 
eleiM&ts GornipamaBm Zadia aloo ««i|oy«d a iaivomMm 
movQBMDt in tho o«t l ^ t a r tmmm of trado of dmaieal f a v t i * 
ll&9g6 which ac^elarataS tho gro««th rata of the agrieuitttral 
outpnt* Stia overall ins^rov^toot in tha tarm o£ t r a ^ of 
chamioals and chasiieol x:iradiaet6 i^rcsrotad tha gcoitth of 
aomastie chamieal ma i^i&xmaoautleal iadiistry* 
afha msst v i ta l group of in^orts frosa point o f viaw 
of India 's aoonot'cdo ^avmlOBmnt wm coi^ital g'-joda* a look 
a t the unit mZum of isactiinary anil traaaport aquJ^ Kimttt 
a continuoua anhanc^saant bat the rata of ineraaaa mo 
gradual* m a rasult of a^aluation in 1966* the i s ^ r t 
unit valuO' in rupea team e l^t iip* fha isspoxt voluiiwa cont i -
nuea to aiipand da^pita tha J u i ^ in prieaa* £bB caaaon 
33ein9 that th@ dagraa of ia^port autMititution ttaa low t i l l 
19S7/68* Xhi» aubogffoitpa of non««laetioal induatry* a lac t r ioa l 
fMchinory and transport aqfttiixn^nt alao asi^^arienoad a c i sa 
in unit valuaa* itiia ma<int that tha nat toartar taraia of 
trad* of tha gtovp of taaehinary and trana^iort aquiptamt wara 
against India during l9S6««e* Qm tha othar hand* thair 
groaa taxnia of trada ii^rovad as tha ii^;>ort voluiaa ra^iatarad 
ai^panaion* 
iffyilswtUtfi 9n„iBtf4i*ff ffwriig m ^mm Hm 
Tha rupaa tiaa davaluai lay India in auna by aft.f 
par cant in tmms of ,jold and S7«S par eaot in tanas of 
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foroign rnxchmg^m In ord«ir to •xamln* tho •£f«et of 
ittatioR ^ aifCAffont aieasuxttii of tmem of trade* «itt coii«»ax:«di 
the pr«Mi«valuati«m it»} tile devaXuatioo 
year* 196&/§7| and (e ) ttMi yoar* 1967-A6* 
ttrtte of tK&dm Bltqhtly iroprovea in the aevaiuation 
f&sai^ mB t o tlKs S^ar* Zt £urtlier 
ta9ir@a up in tlto poat!I^«Vttiiiiitl.oii '£IMI raason £oir 
ral»i« novmaent in not JMjrttur tmmm wad e i a r ^ incinsta^ in 
th« oa^trt prices* is^iyin^ that cl«va3.ttatic»s Caiied to 
re^uca t^m* Aa £ar the iitcKssie terms o£ tratSe «as coc^eroi^ 
i t ma aiiQost staidie in the d^aiu^tion eomi^&c^ to 
the p£««>a^aiuation year* %tm reaocsn £or th i s was a £aiiur«» 
o£ the export volwae to «iei>ana in ras^^^^e to the <3airiai o£ 
aavaXuation* Aat* the ineodoe terms of traSa dia ragiatar a 
substantial io^roveiaant in tha po^it^avaluation y^ar* i9&7/66* 
Ihe main fac tor l>ehindi i t tha reversal of ae i i ine in the 
aacijort voiuiae baoausa of tha continuation of caah sal»8i€ii4i^ 
&a& other ineantivas to Aynmie non«>tr«»litional 6X2,4>rts» 
M I f l W a l M ^nfllf 'a i a f i t i ' w a Imfflg ? f « i , g g u ^ f 
m a lso coosi^arad tha axtant t o whioh in<ilia*s loraign 
trade sec tor toanafitad from the davaiopaant of trade t i e s 
with East iKtaropa* Zn order to get an idea aixnit the tanas 
o f tritda v i th sas t tunssMc Deepak Hayyar^ made a cKxaparison 
Nayyafff imm^tk** ' I n d i a ' s sxpoxtB and txport Poi ic iea 
in 1940s % Css«Mrid9« university t^ass* i976 . 
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o£ tim a9gc«g«t« • i i^r t prieee paid i^r aoeiwJLlat 
p A .«?< - > 
cotiatxri«« ana ttm aggregmt^ mip»iet p»HeUm o£ tim s 
ccxnaoditifts 8oXd to the fm»Z ot ^ world* 'JCIitt •a^port 
pr lc« iiiG^' iadieat«<3 tHafc tlMi axijort pricm® jr»iilisiid isf 
XnOia io the Sisst Suir^peaa ciarlcet ««r« tii^mt: than ttiat 
paid tfi tim other raarlcets* theraCora* that tlie 
higher r« lat i¥o export |»viai ioaex Indioatod tli'-^t most 
protelsly obtdiattS m liettttr net ii»art«r terras o f trad« 
with the <5entraiXy pXammA econoKiiea oC £©st t^ urope t^ iisa 
th« developed ^ d developing laaricot ecooQinies* 
w^ m i f e i n i inmf r imnf 
Thm @acx:Q«*«eoftoa!dc of India 's txsam of trade 
in tli« 8«veoti«s# in teras of i t s vaxiou» mmaammQ l i k e 
liet i«rter« orose and Xnoone terms of trade* help«kl m 
in onidyein^ the mov i^neiit of th i s treiSe indioator* f i r s t * 
^ exftiAin^d ^ herter t e m s with the help of veriaUeo 
of unit vaitie£ of eau^orta and i t i ^ r t s * The dual e f f e c t o£ 
the novomeiits of mfyort and i o ^ r t unit veluee maOm net 
barter tenss of trade favourable to Xodia t i l l If71/73* 
fhe barter term* oontinued to bo above the boae level in 
1973/74* taitt i t widerwent a cootroetioo as oomwred to the 
pcmflam rear* the period 197V7S to X973/79 exiNirienoed 
a deterioraticm in net barter teriMif the degree of deterio* 
ration «»« quite eevere dUiring i974/7S to 197fl/77 but 
beeane leas intenee in tiie l a s t tuo year* of the period* 
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HftttC- Qxamlfiing tlw net t>«irt»r tamui« ve i t 
w i t h t h e g x o s a b a r t e r ^ d t iacoian tAcme o f t tadm« m 
that the mt barter and lacom tmm& o£ trade ware lioth 
alx>v» the hase letvml md rnvrnd in the smm direetion during 
1969/70 » 3197V74* ^ cioae aiaratiay revaaied that the 
i ^ e i - o£ iacoma teroia leere mush higlMsr than t ^ t o f n e t 
Joarter tenaa« im die other hand* the gtooB barter tttnss 
ner^ beiow th® haae ievel* Imt siighti^r ii^uiMd in 1973/74* 
/i change occored in M tim three laa&aures o£ texisw o£ 
ainoe barter tenas mxrmd down below 
the base level ana remained at that level t i l l tim terminal 
year of our atudy* But* the incoiaa t e rm of trade aioved in 
the OFpoaite d i r e c t l y * She reason for the cioitntreftd in 
kmxtar tmms vm the higfher gsxmtb rate in isport m i t 
vfilues as c»fl%>ared to eacport imit valuee* J^ tm factor reaion-' 
sible for the uptrend in inispne tmsm a continiiottB rising 
trend in export (ittantuou As far ae yrosa tansji of trade 
iiere conoemed* thiqr deteriorated baoause of low iJRgport 
volume a« compared to exsiort qtumtwu ^ cm av^mariae 
that tihile the barter tenw were favi^ttreble during the 
£irat«half (19M/i9 to 197V74), they siharply deteriorated 
in the aeeond-half of the period (1974/7S to 1979/79) end 
coflipletely countered the earliiar galna* The groes tanoa 
vorjiened for the ent ire period^ 194e/i9 to i97i/79* 
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itiCTt gf lar^oif t f HM 
lixaid&iiiiig m^ c&apMifiny thm mmto^beitmviom: 
o£ thm imt b(urtiir# groae barter ineoiiMk tmtm of 
m tlteix* iaicco«»b«liviViQttir tii« IMISI O£ ci^ oAges 
in tli« ^ t ana quantim inMemm o£ m^off gxonj^^ o£ 
e s ^ r t etaa it^sort aisoovitrvd ttw.t t t » 
a e t barter tftrmo o£ tcad« of fo«Ki ifmxmeis*^ in 
the fiiriit fmir f«Mir»# to i973/93* fittt* the t m a 
got retrersea doriag the r®iaaiitiog of tiM |}«rio<2 end 
th« net barter tfii»i P£ a«t«rior3tad» Thus* €oo& tmi&t 
li doMnvrara prttasuc* cm n«t betrtftr teriiis 
a\»riiig poriod* fli« gross barter terns alito deteriare<» 
ttta as tliey were beJLow the Saaae level throuftiotit trie 
ofi X9i9/70« aat# the incooie tenae o£ treae o£ £oo<3 mv^d 
favotirably and* therefore* contribiitea i t s dhtare i a the 
ttplif t iag o£ India*A incofoe terms of trade* 
Am f a r aa t!ie groti^ of bevera^ea and tobacco i«aa 
eonoemea* the net barter tema fluctiiated duriog the 
period* filMLlerly* the ine&m tema of tra^e alao ei^e* 
rieaced fliaetuatioiia* iSieirefore* tio de f ia i t e trend eas 
traced i a them* Bat* there vaa a def ini te deterioratioa 
ia the girosa barter 
251 
UMI ii«t l»a£t«r of ifi«aibl« onad* sifttMrlala 
(oxc«pt t m l } ^ laffimxA trmoA •Kcwpt in 
«liMt thtt mktm of iaexwas* in i i ^ r t iwift 
substORtlelJly ttian tUtt of $m carport 
unit vaiue# Xn a l l ottter years* the mlt value 
iridilGes «ier« the I m e bat the l eve l of 
unit veltie biQheir tha» tSuat of the i o ^ r t unit value* 
Pm a result* the iaeaihle cniae amterials t r ied their be8t# 
to iisprove Sndie*s net iMrter teraise :fhe tr^ad mtB 
v i s i b l e in the i m o m tmms» of trade* 'ilioimh laoth net 
barter ona knaaim trnvm of oruxle mater i^s aiove favourably* 
the degree ims hi<^her in tkm cmm o f i t m n e texiaa of tra«e» 
3at« the ^rosa barter tiirm^duriiig a laajor portion of the 
period* 
la the Oi^ ae of mineral fuela* the net barter texias 
moved pottitively diuring aiitce 197V74 the 
i tq^r t price of mifieral foela sharply »Dvad vi^  aaia ly 
beeaiise of a price liletxcrtide petroleun* ihe rate of 
ioorease in petroletss i^rices so h i ^ that the n ^ 
barter t e m t of sninaral ftiela sharpy deteriorated* She 
incoMi tex«a of trade alao tient against uss as the volume 
of exports constantly deolined nM»xe an^ t more below the 
base levi^e 
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Another ii^poirtiint groiipf of eoiiiBoditi«« t ^ t 
into our Cor«iQf» traa« was ctiemtcalsv Both the neat barter 
aaa gross I^erter tocms of traae Osterloratttd* but that a«9xtM 
o£ d«tttrioratioa was greater in th« grass twnas In ooni^drl* 
son to thm net l»8rt«r terms of trade* ^ the ottms hmAg 
the iJicoisB. t0sm ot traOe o£ chetaiijele due to m 
upward 8i;;»vesieDt in th@ volume oi exports* 
In tha gmm-* ^^ imimmtusm (c iasaif ief i chief ly isf 
iiiateria3Le)# mXI tb* three mmwcmu oi. tmm^t t r a i e {&Q<ired 
f svot:urab].]f« Ail of them were &k3om the Imse Xevei except 
one or tifo ye«r8# but the degree f avourabieiieoa ves 
higheet in th@ grose barter term^ aod ioMeet in the e a ^ 
of net barter term Q£ t r a ^ « Xhe in-cane terms a i m rogi** 
0teredi is^rov^flseat auiltiXy beeeuf^e aC an (^t^gmaion in eacgost 
vulmm* 
She l a s t ipportdot groi^ thet m eoneidered ^msieted 
of capiteX g '^Ode* emong whiea raachinery transj^rt eg^fn* 
ifwnt wka i i ^ r t a n t * 'Sim net bmrter tenes inoved in Indie 's 
favour during the £ i r s t heif o£ the period 19M«>T4|* Biit# 
ainee they deteriorated and in tf?8/79« the degree 
o i deteriomtion me etc nan^ ee 30 per e m u The gross 
berter terms o£ trade ifor#«ied vsry sheiri^iy* They were quite 
beiov tim base ievel thrctsghout th^4>eriod under study# their 
levei wes Just oae«*fi£th of the bese iewsX ia 1978/79* on the 
253 
Other 9Mtfmm0 tHo ineoto* t»ma of t rad* nov«d eontXttuowtlf 
in Xiidia*8 favour* iha dagrea of iia^prov^nMit wm very hi^h 
diiri»9 t ^ i a t e r sr^ a^rs o f imvmtim* 
Aftar having eo^^arad tha aovmmta in the aa t bartar* 
gross l»&rter and inessm tarmst of trada o f ^ J o r tradad sroiq»a 
o f cotflB)0ditics« iMi axaained tfoo t r e i ^ in major iodiviattai 
e scor t and import iti»Mi« 
mgoxtn continiied to be a «#|or fo i ra i^ axchanga 
e e r n e r * msnvtummt in t t^ u n i t valtia qumtmt i n d i c e s 
o f tea ms a fiusjor f a c t o r i n tha j&agBituda of n e t barter 
m d I n G o m t e r m s of trada* the unit valoe index o f t e a was 
t i ^ ba^a level fron i9«9/70 to i97V7«* Xt ma mieh 
notliiiiy t h a t the f a i i in «r ices was n o t u n i q u e t o Xadian t e a « 
i t was mreXf ^ re£Xttetti<m o f laore o r i e a a ccmtlnyovui 
deoliae in world pr ices o f tea* 'ihe average mnoeiavoli&M 
of tiorld tea exports inoreased vary slowly* fhe voliane as 
well as w l^um of eii;i»orts r^nained v i r t u a l l y imch^s^ed t i l l 
1973/74* Itie trend revaraad since 1974/75 and both unit 
value and VOIUHMI registered a gro««th thereaf ter W coneluie 
that tooth net bar ter terns and income tes^as of trade of tea 
deteriorated during 1969-74 but isiproved during ld74*79* 
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ht tha totiglfinlii^ of »lxtio0« ladid wtis the larg«5t 
producer and «xpoart«r of ju t« 8ianufact«uc«» in tiw world* 
dat« by l9«3-69« Sndia hod l o s t t h i s ^ s l U o n of dosiiaa<ic« 
in thtt world aiarkftt* Tbm unit value in4ox of jot® maattCa-
ctur«» VQM aSxnm thft b«ts« y«ar l«vel thi^ugtiatst jaut 
rii lativttly declinied a f t e r Uies pealc att«in«d in 1974/7S* 
E^tw quantua» in^ex rtir«al€4 is, c j a n t ^ t dteoliaa* 'She i a f e * 
l a tiiac while Jut^ mj^rtA exortttd a posi t ive 
on mz iMOTi^r o£ trftAe* they exerted 
pull a t the tmms ot trade* 
Xn tile case o f cotton t e x t i l e s * tHe mii t valye indtax 
laatle a continuous i^vard cli«o« rec&roing a tnore tlian three* 
f j l d increase in the teri&i£«al jfms o f 197S««70* 2 t ms quite 
c lear* thur^fore* th-.t cotton t e x t i l e s ox^^xta ^aira ^ helping 
htiniS vo tltss Xnilie*:^ net isiarter t e r n * But aa the ^it&nt^ 
index experi««ieNitl £luotuatioiia« nothing S e f i a i t ^ can ha 
concluded aibcut the k>> cotton t e x t i l e a and trie 
ch««9aa undergone ttsrms of t^acle* 
After examining tim t radi t ional exports* we toolc up 
the study o f non*traait ional expocta* l«eather and leather 
manufactxuea tpere one of them* Zta unit value rweained 
ahove the base level throughout the i;>erioa 1968/69 • i978/79| 
the index* in fact* regis tared a ihrae dnd a ha l f - fo ld 
i»erea»e in 1978/79 av coi^parad to 196V69* iRjuii* the 
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exports Of leather oAd i t s m®ci\i£actuce& c«mtril»it®di their 
mij^ ns in trying to pull up %m net tenas of trade curv«« 
aiit« th« r uantum )lnd«r ejcp«riencttd Ciuctuations till 1974/7S« 
i t was oniy during 1975/76 to 1978/79 that there a 
c2l<sar tr^iki in the cuqport voiuBie* m^ therefore* 
certain ^hat diauring this ^^eriad* leather eXtXtrts role m& 
po&itive in iihaping India 's i^ iemm terras of traide* 
India's e i ^ r t c of iron ma s tee l eaepsni^ rapidly 
during the l o s t year® ol: s ix t ies* ^he unit value o f iron 
cmi &teel recorded a very high o£ increase and in i t s 
Qijsence export earnings frofii th is iteia ^^old have heen itaich 
lower* The wiit valvHB aoove the l^se level throughout 
1968/69 <• 1978/79* She ra te of jUiorease was particularly 
high during 196S/69 • 1974/7S* on the otner hand* tho 
@ 3 ^ r t voluRMi r«NOord«d a contiaiious ec«itraotiun durinvj this 
period* Sat* the volume regi«tered a £ive*»fold incjroase 
in 1976/77* resulting mainly from th«f pidc^up oi demand in 
industrial countries >nd from the growing of£«take frooi a 
n u i ^ r of o i l ex£)ortin^ countries in the Middle Kast* 
lliouQh the auantiiffi index remined ahove t>»3 base level in 
1911/1% 1976/79* but the uptiftrd trend was asserted 
because of the reoess in industrial ecooooiies* m conclude 
that the iron ana siteel ea^orts exerted a helpful influence 
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cm XQdia'a net tajtraui o£ trade. Its le^^et on incoaie 
term was iMgative Ccoia 19f@/69 to 1975/76 a 
stMip dftcllne in ttjqport quantum during t M s p«rio<l* 8ut« 
the miposta of l e m aod s t e e l played a iseneficial ro le in 
tli^up^rd smvmsmt a£ ln<Sia*£; incope terms of t r ^ e during 
1976/77 to 1978/79. 
o€ engineering lioo^s aequired i o ^ r t a n e e in 
£ni ia*0 foreign freSe during tl)e s i x t i e s and i t cvxstinned 
in cevmtlmrn Stm miv&smnt in ttie unit value and 
QUODtum i n d i e . o f ex^iorts o l mac^tinery antS fran&port equi|i» 
ffiwt gave U£; a f a i r iriea o£ the impact o£ engineering 
enii^rtp (m India net barter and incoaoe tm^B of irtide* 
llie export unit valuro weMnery t r a i o ^ r t equi|9@@nt 
registered aontinuc'us increase timrmiom* e^er^d 
en uipli£tin9 on Indie* @ net barter o£ trade* 
iiut« tbe expands ion in ex^^rt ciuisntura being R»ich higiier 
pulled up the incocae terms. Q£ trade with r e l a t i v e l y 9reater 
atrength* 
inwigl t f mwit i int i i m a t i ' i .ffluiyj^Nn 
The i n s t a b i l i t y of ia^«rt prices playetf a mejor l o l e 
in the •ovcBient of tercaa of trade* Xsiporte of Industrial 
raw materials and capi ta l goode occupied « predominant 
posit ion in India'fi t o t a l import b i l l during the seventies* 
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ftiay also plfiyod « atrat«gie sa l« in I t a industriaX 
demlQpmnt* Zn ot6mr to mwam th* rol« o£ major import 
cosnodltioft in the changes in India 's n«t baetoir incoim 
tetrms of tradtt* we exaniined h^m eii-imgos in their unit value 
(^oatUB* R^ic trend in the unit vaiue o£ aaajor is%^rts 
us to canoittde thot the deterioration in hacter terM 
of trade since 1973/74 due to steep r i s e in the 
priee of o i l * cereals* £«rti l ieere# cheBiicels* iron and 
$teei antS mmiiimtf* nm ohief &iig(tit mB o i l it^ioi* 
nine*foid hike in import price woseened the barter terms hjf 
a high degree* 
thm foregoing dieettssion enabled us to cK^lude 
the 3tiort»term fooveia«mt of terto^ of trade lor 30 years hm 
fa l len into the expected i^cittem* direeted by the coook^dity 
sitx^ieture of India 's foreign trat^» thia pattern waa evi* 
dent even during th© deoade o£ t h i r t i e s * m m the global 
eeonoeqf iiaa trying to reeoirer frost the J o l t a of the great 
depresaion* india l i k e other primary product exporting 
14 
cowatriee experitncted More adverse (movement in ^thelcr teems 
of trade than thoae e a ^ r t i a g indiistriel product* 
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i t exgrncti^ th&t ttui «xs»oirtair o£ piriioairy 
«Maioy laetteii: of trad* doriog ixxKA 
than tike « i ^ r t « r of inauatrial goods. Warn rmoovmrf 
tliat had tmtm Indiai in tli« of f o r t i e s 
and early f l f t i o s testiiaooy to avtth « tcndsoesr* 
coiyport ysiem trndaas ttie ispftet of 
the dvaanci cir«at^ hjf tho ner postvar booo^ in^la ' s 
terms of tra^« steaai ly i^rovwa in th€i l a to f o r t i e s md. 
reachea i t s psaJfi in thu iSfnicmm ixtcm 195Q-S1 v i^m ths 
e3i|»ort pri€»8 iiere higl)* iMt* oa ttMl txsxxA «ri theirdt^ 
tmm& of tra^e 3tart«d to aeoiitie* la ths 
yeare to I0S9«6O# ttm tonn^f t r e ^ atagnant* 
amin roason ma that tlia »a jor <mmo4ltXm of 
that period i ik« taa« Juta gooda aad eott£^ text i iea did 
aot ttKimriams® a tmoyaAt dwnandl* Siowavar* during tiie (Secada 
of tha @iactiaa« 2ii(Sia*a tarma of tradia was iargaiy favoarabia* 
Zn agXtm of tha aratfual ch^siga in ttia c»iif)03ition o f 
Xndiji*« axports* t^tm mavnaant o£ aajjwsmtti tiie laova* 
aumt o£ India*a tarais of trada duritiQ i i f t i a a ^ a ix t iea 
waa conaidaridaiy infiiiancad by iMsvanaat in tha major 
aacporta eonatitntad fiva priiaairy comnoaity groupa* 
sueh aa taa* csoffaa* cotton t^xti las* Juta taxt i iaa and 
BMtal oraa* Major mtpQxt and iii^ ;x>rt coemoditiaa h«tv« aXvaya 
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piaOfwfi as important col« in the mavanettit o f tmtms oi 
tr«att* Zn th« o£ aevantles* tf^ '.en tt)« coftiaDdity 
fut^ritstiaia a greater ^ogcm o£ a i v » r s i f i c » » 
ticrn* fioti«troditi<mal ttxports l i lm marifMi produetat X«atlM»r 
and leatl ier maoufocturvs* iianaierafta and engineering goods 
infiiMsnceS the t « r ^ of trade to Q great extent* ihm 
i w ^ c t of guods part icaiat isr hiisfh* ..'imliarly* 
the e f f e o t of the ittrategic ifli|)ort o f crude petroleim and 
pmtKOl&mk ptQ&mcta was ai^o evident in the deterioration 
in I n d i a ' s terms of tra^io in t l ^ fMioondi«>half of the amm^ 
tie@* Ttose faata mppost the secular deterioraticm hypo* 
thes is* 
a 
Tim &ggr&gate lemi^mtioxt prime o f India wm ilu-* 
c-r 
ctuating more then the aggre^atse l e v e ^ i e ^ r t prloee elthou|h 
in eooMi i^riode* etac^ ae the l e t e &ixtlmm» i t wes the otner 
way round* Moreover* major mgosta exiierieneed e greater 
degree of f luetuetions in the laovetaeot of unit value inden 
thafi the fXuetuetioiie v i e i h i e in the general unit value 
index of i i ^ r t t f * £ven eiattttfaeturee aueh ee ju te goods 
and cotton t e x t i l e s vere subject t o tihese fluctuations« 
proiaeJblf tweeuse they ttere egffo<«4»ased ex|}orts* consequently* 
the mxpoKt eaxnings fluetutited nith adverse e f f e c t on the 
foreign eicehange i«serves* 
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SionMi •GKttonlsts that no appr«clabl« changes 
take in yl&cm in tanas of t r a i a during the @hort*tezia« 
%tt# our atuAy eixmad tha t th# tenes trado underwent 
chaagea even under atiort»tena« Xt was a lso diaoovered 
tha t the dea^ and fac tor p&ayed a s i g a i f i o a n t ro le in t h e i r 
i ^ c m n t * ihe ' p e r f e c t l y p r i c e e i e a t i c n a t u r e olf the 
fac to id was aiao not home out« An exaisination of the 
sv^piy of major exports ehoifed that et^piy did not adequately 
rea£»ond t o pr ice a i s n g e e * th ia f a c t ioduoea ua to aui»port 
^ndleberQer*a oontnntioi^^that one of t ^ r@aaona for dete* 
rioraticm in the terms o f trade of deveioi^ing countriea i s 
the pr ice i n e l a s t i c i t y o f the o f the i r m^pocto sna 
exi^ortahlea* 
The general mx^metrntimiu rttg:arding tha h i g h cos t 
of demestie production and i t a iofNMSt cm «)is»ort prieea 
have been haaed on the experienee of developed eountriea 
where export prieea a o n ^ l y r e f l e c t the doieat ie coat o f 
produetieo* India waa not aiole to do i t heeauae even in 
a } franK Oo Iht l l w m yt YtlWMIi 
Princeton* 194t* 
K i n ^ e b ^ r * I t ™ ffl U ^ » f 
ffcfMlify Haw Yorli, i9S«« 
2 6 1 
iBftJor exports liMm tea* itt«« goods e o t t o n t f tx t i i ss 
SKMI was facing ttm rca t ra ia ta of an o l igopol is t io marlcat* 
jriMura was no question of attsmptins i t in tlia eas« of othsr 
principal axports baeausa in t^ tiam m6 only a Biaroinfii 
ox|}Ortar in tlia aiaskmtm In tlia casa of imports also* 
InSia tiras vm^le to infitienca t h e pr ica of tmic i s ^ r t 
d i t i a a beodusa fmx shara in t i t^^i-td- t ra te md in tha 
« 3 ^ r t 8 o f t t e i f l ^ r t a n t i n ^ t r i a l i a a t conntriaa tmaa na^i i * 
mm&tim» t^ ditvaicr^ aictat«d thm 
iH^jTt prica to Sndic bcKsatisa of fms r<«3«ipxoca3L 
d m - ^ f o r i s ^ r t ® o £ t h a i n a i i a < « r i a i i a a S o«>ia i t r iaa» 
India ' s i n a b i i i t ^ to infitianoa i t s axport sosd i i ^ r t 
was ona of tDa main raaaona for the tmfavouraikda tcaaa s»va« 
fliant in ttia nat b&stMS t&sm of t r a ^ * 
^ a p a a t Of Tarw of Xrada Uaoii I»aia»s gaiattca o f Txadm 
Tha eh^gas in oat bartar tarma of trada had s igni f i cant 
a f f a c t a upon india 's bAlaaos o f trada* 7rada d a f i c i t a h«d 
baan a sonraa of naior eoncam for acononic plaonara «a vm 
haira shown that tha trada • gap ac t ios savara constraint on 
eeociomie davaiopMsnt of tha davaXeping aeonoMias« Tha ovar* 
a l i baianca of t i a t e for Xndi* tlironi^ out tha pariod« 
1997*58 to itTS^TS** had tooan vary conaistantly nagativa 
* fha pariod of rafaranca iior studying tha i a u ^ t on baisnca 
of trada was saiaetad as 1957«S« ^ choiea 
of tiia yaar of oowwancaiatnt was mad^tha foraign axchanga 
c r i s i s appaarad in i9S7*St and Indii^ atartad to faai tha 
iRHpaet of advarsa bal an«a of trada only ainca then. Tha 
taxtnlnaX yaar had to ba tha i a a t yaar of tha prasant sttt|y* 
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•3CI3«P« for tjnm |««rs« 1972*73 and tlnia* XiKUa 
suffvjrwd ft secular d«tflclt In haX&ne» of tr«d« •3ce«pt 
for tho two yoars mmtioiMd* ftM qua.itim of oir«raXl ^ f i o i t 
hast how«v«r# variod ov«r tlio yoaris em^ «• studloA tb« ovvr-
a i l aiaflcits in th^ tollmting tturaa phdaaas 
fhaso S t to 
ma®* XX t to X973-74 
9haa«j;SX • m t - 7 7 to 1978*79 
uvsr i'sh&aja I tH® cvc-call a e f i c l t ia baiaaca of trada 
h ^ continually.' »i.t2i an Mg jark 1st 
alnoc Hips In and 1963^4* 
'i^a trand l ine tor tl i is £^iocl raad m fallo«iai 
uiitS » 245.2 40*811| • 0*78 
wharo« oof • avarall P a f i c i t in Jialanee of Xra$3a and 
t m Tina. 
Za i9f7«48« tli« eoAtiauiag inocaaiia in India** overall 
da f i e i t in balanoa of trada idLtnaaaad in phmm Z waa ravaraad* 
curioualy anoiioli« tooth axporta and lm>os%m roaa b^ r 7 par ceifc 
ovar thair ralatiira lavala obtaining in 19e6«47» But mucii 
of tha importM baing finanead by axtamal asaistanGa< th« 
af faot of tha r i M in i n ^ r t a upon balonca of trada ma 
ntseh laaa iraflaetad* Fhesa ZX waa a i^aaa wtian 4a£ic i ta 
in trada balwica waia auoatantiallf^ reduced almost suceasaivaly 
axc«pt# for a biy ^mfi in 1971/72* 
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SiM txr«ad JtiM for phas« I t svsd an follcwst 
im • $21*1 • Ii4«l99 9? m 0*73 
lit tbe iat«jnNHiia9 period iwtwMo XX ana pbajM 
XXX« t h e oveeaJLX 4 « f l c i t 8 had « r r « i t i a a0V«ia»iiti»« B u t l a 
XX# XDdXa aav musttis^ ^ C i c i t ^ iti of trai3(t» 
'ilie hasie emse for tim mmtimg wa® t ^ oiX 
pr£c« hike tj^ thB QFKC asmteirnum 
Umud XXm f c r ovmrmlX in r e s p e c t o £ 
X2X c a u l d in^t fm tit iyseatifm o £ t i i e s i ^ X o p e r i o d 
i^&ii&S 'too rsimtlX* 
X£ thi& tNis the eharaetttir «»£ thii in XjuSie'tt 
overal l d«£l.cite in tht i»iJl<ay»e« Of inow mmy of t }^ 
cnan9«& ««ir« to mmmmt» iu t&ms o£ tris^«? In c ra«r 
to tMii^ r recowcam t«)c4m tQ tlie sn««ur«« suggested 
^ Kindleberger^ Xhe bsse year veXoe o£ eiciiorte was pulti*" 
p l ied hy tmxm. of tr«<»e 0t thtt curreat ye«r« and then 
&tal>3trected fran the p r o d ^ t oh&ain«d#, the value of 
imports of the hase F««ir* Xhe eiiangea in the s e r i e s so 
ohteified eaipXainod the eh«Dges in the iMlctaoe of trode 
owing to terns of tred«t 
xm HUndleherger* C^Vm^  fhe^ Hgeaaws-of ^rede t-A-gnrooeen 
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I t wk!s i a t e r s s t i n g to notm ttiat in o f trad* 
hmi poait iv« iagpnet «|K)II l»aXane« o£ tr«S»* ^ ^ t i s * 
chafigttff in tmmn o£ tratSc assJLstml in i:#iucli»g tlM ov«!sr«ll 
d e f i c i t in Q majority tttnalMir of y«ar«« hlghttst xJO£ltiv« 
in ov^zr^di 1A ts:Jid<& hut&ncm diMi to 
c l>tag« In t c t r ^ o f ocaiurimd In and tHe la rges t 
n^gatiw ottangR on thet acMSoixat smmeSm^. 
I t aim iKJtud tihatf mnp0etmi&, wfeMMievitr terms 
o£ trade t3m previous fe^r, the e^tnges 
i s India's hrnlmem oi dam to ter^s tr«di« bssB 
positivfi^ Md tiirsia of trad« d«t«rlor&tM vl»«a«»vie 
the fe>ar pir<*e««diii@« »«ig«tiinB chaog^s ip India*® balance of 
t r s ^ cotaJd disccjr^Msd di2« ts. terras of trede# 
'Bm in J.iirua*£ cvera l l jsaJLanca of trada dua 
t o I n t t r s a s •tjf t r a d a e p e r c < w t ® g « o f thR t o t a l 
Sn-^-ll 
changa hai^ ganarally althouf^ stxcapticmal yaara vara 
t l M ^ ducn a s «ha m f / 7 0 « 1970/7l« 1972/73 
dod 197V74* £>ttrlii9 thaaa asccapti^al yaars* tlia ch^gaa 
in liidia*a ovaratl betlaaca of trad* dua to tarms of trada 
had tMHNi autotaat ivalr larga« Im t h i s r e g a r d i t a f y ^ 
nttnUoAad th«t in 1970/tl l973/74« d a f l c i t ixx our 
b a l a n a a o f trada largaly aocovntad for by tha data* 
r iorat ion in taxi&s of traas* Ttsa d a f i e i t a osuld h«va Iwan 
tumad aearar to eurplua* had i t bean posaibla for ua to 
eaiwa an im^zovmnrntt or toba mora i^raoiaa* pravaBt datar io* 
ration in tha tatiw o f trada* 
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ttm aio«it8«ioa dom» not ua to fraaw 
any rigorous hypotha»i«« but the folloitliiig eoaclu»ioii» 
ao eSMMT^ I 
(•) Thm tota l ehaik9ii« io tlM baiaiie* of tr«i^ diM 
t^ of tMi^ Hifti l9ttt not eoii«^^tfiiitl:f« 
flwrrv mem yftara IHIMQ tlui tshm^m in tr«<9« 
to t«rms o f tjrad* i«ttr« m s r Mgli# t^ikl t)i«ir« Mir* jfftiurft 
w2)en soeh eli«sng«« t«e£« not that 
ot a«2-t«rio-
r^-ti^sa fxrom th« bas« ??«ei:3 laie iisjio r^-fcaut poiat i s 
tliat l a oirdiir to the eeculor (il«ficit in ttie 
of trade from gettio^ imOt to wc»ra«« i i tlifi: tm a^ift 
tradii canoot attuBwapti^  b^ 'liO 
v«nit I t a <a«t«rioratioii« 
Cc) A arax-® iu ax^HJrtiS rr.ay act h«lp l a 
oJlosii^ tha trade gap i f tar^ta o£ trad.® l a f t iHiaaJ^Xad 
to dotaricurata* Xhis i s trtM tooth in ^ o^arail tra<te 
balanoa and aaetoral trada l»aXane«a. Stiua* tha naad to 
havtt a eioaar atcmitorijag of tha tarma of tr«da« gwaaralijr 
sactoral ly cannot ba oir^r 
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mm M m nm ¥y iwi 
f i l e t h a t tHe < l « p s « e i a t i o i i o f a c i t r r m c ^ 
t u r n s t h e t«£fi>8 o f t r a d * g a i n s t ^ d « p r e e i a t i i i g ooui i t r i r 
^ i H n o t t n s ^ l a tti@ •nmwts vUmn d e v a l u a t i o f i o f 
t t i e had p l a c ^ * ea^etrntlm, it e h o o l d b e 
i s l>aa®di upon ^ f u l f i i l o i i i f i t o f c o r t a i a 
tiemsi i f l i ieh fitsmot o f «ttfi p r s i v a i i i n r t t a l i t r * Nn l i s v « 
iiot@4 tti^ '^ t t3m a^nraXuation of 1949 eotOd mt mmsrt 
m f mtrnv^mM® e£f@ct on tacm of trade Isecause of tSm 
mmieg^nee of tkm m m m booiii i^rotight in i t s iiaiw* 
forms India 's net l>arter tmxm of t r ^ * 
Similarly* even th@ syDstentiai devaluation of the 
rupee in 1966 una^e to ejcert m^f adverse e f f e c t on tl)e 
teroia of trside* ^ amsSum o f f e t o r s ttm-re r e i t j ^ s i M e for 
i t * F irst* the ie^ioeition of eji^jort on a ni^>er of t r«» 
di t ionel M i not provide oa^ inoeittive to the easpor** 
tere to rcMtuce the pric^* tlie escistence of e large 
eaqport incentive achcite wm airei^y giving eicporters the 
adventeges that woyXd acenie isQr redtuoiag t.>rices in the uralce 
of dev«iuatioo. of certain prices e ias t io es^arts staeh as 
engineerini goods* IMrdt depsodence on i s ^ r t s * r e f i e * 
eted in the h i ^ iati^rt iorices* provided less incentive to 
rediMse the prioe. m are of tise opinic^ that when the annuii 
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indmc mmiimx^  are wtatfiiiiiQd i t i s not pon&iMm for one to 
pxm& tiM) mftmstm o f a«iral^tioi i tMieauso the- annuoX iaa«3t 
umiMSs sogiatttr the « f f e c t a o f a nmimic of f«c!toir&« 
mom tmsm |»ow«rful. than ttm dcveiuatlofi* mSkiMq in ttitt 
ttift t m m s o i jpiiof « at ir«i t«Qie i n t l i e 
eeoiiofliio o f m ecoaonQf t l i r o i i ^ i t s e f f e c t on 
tti® m m l l & M , l i t s i o f f o r a i g a e x c l t ^ g o srnmmtimam ftui i m ^ s ^ 
%®4iic« o f f o r t i ^ n o x ^ a i i f l ^ m « o w c m 9 t o m 4«velo$>iag e&mow^ 
ljUeo X s i ^ a i s olnriotts* n m i^socmm o f i t ^ u s t r i a l i s a t i s i i i a 
laokm on l a ^ s t o f e a ^ i t a l . goo^B ^^iroatieii&g 
c i ^ i t « l g o o S s * Xa t int i n i t i a l s t a g e d m mxm n o t a b i ® t o 
p m d m m t i i im a o i M i a t i e a i i f . ^ a u s o o f m i » a r 4 i t i v « e o a t d i s * 
a l lvant i igo i n i t ® t i s m wm ^tui t o X n ^ i t t ' s c o i t a l s c a r o o 
t m t m - m i t a m m a t p o s i t i o n * Wqw lu&imt t H e s t t f o r o * f o r « i | ^ 
oxGhaOip M s a u i r e e * Miiro v i t f t i f o r «reoooaio 
Wwr&vatMm ohaogoiyln i m n m o f i ^ ^ t i e y l a r i r i»coiB« 
torfBs o f t r a d o wMcli «ti0iB»nt«d f o r e i g n ^set iango s m m s m m 
couid tiavo promotoa economic 
ttm tmxm of tr«a« fa i iod i n ^ M r a t i i ^ f o r o i ^ 
mtchanga in tiM <Saoadi« of f i f t i o a boeaime of tHa dtetorio* 
rat ion in tha not toart«r taroa of t r a ^ « Xn fact* India 
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Xomt •poteatiaX* iogmig^ •nchiny hwrnmrn of 
higtuur I n ^ r t prices* m 9«ia on «li» oxchang* 
Croat Surino the s ix t i«8 b^eitus* of ttio £iivoarabi« trnvrnmat 
in tim terms of inuring tHe f i r e t DaXf of th» 69V«o«> 
gained aome foreign «xel)an9« Iwfsau&o of the 3tai3le 
tmxm of traOe* tsat in the second heif the I&&9 of foreign 
eacchange was (suite heavy due to the sharp in the net 
h i^urter temts of trade* in fact* i t a&ce than countered the 
^ains of earXy isev^ties* ^ ere eoaiiKiliea to eonoXude 
that the in tha terms of trs»le aiSverseiy effeoted 
theforeign exchtHige earnings in a ^ j o r portion of 30 yinksm 
th&t we liami covered in this m can say thati^ on the 
pQvmei'it in India's tenas of t r a ^ %#ere responsihXe 
for the lorn o f a conslderaisXe a m i m t o f foreign 
«flileh we w o^Xd have earned i£ the terms of traded had 
remained stai>Xe* £^he tenas of trade* therefore* did not 
pXay a l iO^itive ruXe l a t h e eec»ioiaie deveXop^-ent o£ the 
country* 
m^ii*^ m m m ^ t m m wm w mm 
fhe reXationship toatMeen terms of trade and eeonooiic 
deveXopraant i s a two WAY reXation^iip* AS the tecma of trade 
has a bearing on the paee of econooiic deveXopnMUit* siniXarXy 
a change in the eoonomie strueture due to oconoiaic deveXosxaent 
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has Ml i n t a c t on ttmjkmmmat of tacies of tr«d«* siexmomic 
a«v«loprattat Qttnorates a higher of ifi<3ti£«riiftii»atioii« 
chaiigo in factor mdamamt^ greater o^^atieity of av^ply* 
lasa <3apaoA«Roe on ise^ttm wtd a higher tiegree of trana* 
formation eapaeitf • capaucity to transform from en agrarian 
eeoDomy to an industriaXisea eeooc^^* i t i a a f a c t 
that though economic Seveiopsent haa taken place in lnaia« 
as the rate ot growth i a low i t haa not made a deep detfit cm 
the basic eec»ostiie sjtgwctMSB* m^iigh the lO^are of mamtfa* 
oturea haa increaaed in our t^te l esq^rta* Zndia*a exgtort 
trade doea not r e f l e c t industrial ised ecG^oray taut a semi«* 
Industrial ised one* aur fac tor «8ido«Rie&t haa not bai^ically 
chan9c^« Me are a t i l l a ca^^ital ecarcMi cotmtry* ue^peiKlance 
on iB^rta# particularly* on the atrateglo i i ^ r t a of ^letro-
leim other i m ^ t r i a l raw materiala stakea our me^ momsf 
very vulnerable to eooiiaMic Ij&tervantiona by foreign pcwera* 
i^oreover* the prohlea of transfere oi teot»K}lo^y iiaa not ha«ai 
solved India ia in^ortiirig technology on a very large 
aeale* Xhe e l a s t i c i t y of supply of our eac^iorta continues 
to hs low i a v i t a l areas of non«*treditional eaq^rta* fhe 
greeteat drawhaeli i s that indie a t i l l suffers from a high 
degree of socio^cononic r i g i d i t i e s * The direet resu l t i s 
a low degree of a b i l i t y to change the ecc?noAio structure* 
Ae All these factora have a d i rec t bearing on the movesient 
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Of tmtm of traae* t>>orefoj:»# coaelud* that the i n ^ c t 
of meomxaXc 4Seviilo|»iuMit oo India*& tocns of tr<id« w&» ym^ 
ati^r t^emtoiomt to ctmcH i t s imfa^-^urai^l® tsov^mnt in 
the of countenroilinyi forces* 
t h e isesie a o a t e n t i o n t h a t m m e g ^ ts<m t h i i s worle i a 
t h a t t h e f l o c t a a t i a a ^ I n S a d i a * a Ottt li^airtes' t t i m a o f t r a a e » 
t im>u9h i t a advttir^e « i 2 f e c t a m i j ^ l m a m o f g m y m a t a and 
oi gloa&l tffada*. i s em a 
coastsxaint m her uur coaoludiofi 
tscooily' the hi&aio t^fpotheaia ^xreMseh •• i^iagoc 
^durine* raStxte th&& coatMsttioa* cl&im 
that Indie* ^ 'iexm of t r a ^ haira o^t 49tmffS,Qr&tad Putlog 
X9S2«»7?» claim aat au^posUid hyr coaviocsing surgiaui^t^* 
HQX&QV&X-0 tSiay havm ju^at gma^icatl tmxm of t r a ^ 
th^t too* aot i£i om conoXuaioa is hased on a 
cQa[iireh@iiJiv9 of 9»»eral« soetoraX md itiaividaal 
imem of trada cov^/ring a pariod of t h i r t y 
yttars* Though s i x t i a s did amiiarieiica on 
in th« mt bartar taions iaat ant i ra dacade ot f i f t i a a and a 
major portion of savantiaa f e l t the advaraa a f f a e t of (Seta* 
r iorat ion in tha nat bartar taxws of trada* ttia nagativa 
1* Mikharjaa* Naala m a i«i)cheriatt»^tavai "£«eul@riy 
Oatariorating lama of Siradai Hyth or liaaiity« Forei^t 
Xrada Maviaw* Vei* KW, Ho.I (Ai»ril • ama 1980), 
271 
efCeeta on trad« balaiic* and «c<»9ioiiiio growth iMre Quits 
ssirejpt in th« itaXt o£ th» oAiraiiti*** norm than 
€c»aat«ri&g tli« eaellet g&ina* umi e m , ttmMvf:or», a tat» 
that on tiitt iihoie th<i t«raia of trad« mffmetmtS 
th« indiaA mcoaoav* 
Xn th<i io t s rea t of aeonomio a«v«iopmi«it* shot^ia 
tffir t£> r«aue« «he constjraliits isiiioiMid t>y fZwsutaUosw in 
Indiana tsirme of trsdo* 'lh« solutioo to tlw pg&blm oS 
adverse ct«t barter terms o f t r a ^ i s to r « s t r u c t u r o t h « 
ai&tributionai pstterxi of produetivm gtmouremo • from 
sectors wfmm the toipsiga eacchaagm KmmXLsatLoa gm: mlt Im 
deeiining or aiMip^ptihltt to fX«Kitttatioii« to tho»« 
%amjcm the unit r t a l i s a t i o n i s increasing* Shtt ^ olu* 
tion to in^rove th« incoiao t«cm® of tr«do a high gmvth 
rate in export qaantcn* we suggest the following lasa&uree 
to aehieve these oJ»Jeeti¥e8t 
A« policy o£ price atahil isatiofsi 
,n 
Bm Zncree^e/the i,irice e l a s t i c i t y of eaport siapplieef 
C* diversi f icat ion of coi«»oaity cKH^positioo of 
e«port«i 
i)« &iver»ifieetion of worlietiif 
S« «is(her degree of lms>OKt attlMitittttioni 
t# Xr«a«fer of efiproprifste l^el^tfiologyi and 
O* ChiUBge in th« intemetion&l trede order* 
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m Affa iad^iC^M to nv^port th» fAmsim th&t d«Vttlopifi9 
eota»tri«a a^tt expsri^ndiiig .Uki oAVwcm lii8tiii»lilty« 
m found tli^t Xndia suf£«j:od tram fluetuations in «aipoxrt 
prices* Xnaia l ike aUwr demilOFiiig couatriea that 
i t wil l not tM Qiaie to in^irove i t s t e r ^ of trade 
a polieir of o x ^ r t pries etaisi i i ty pursued* 
ca ts ths adoption o£ a ga&fmt ^o^wmm to ciisdc t!)s fiu^ 
aiuatioaa i » ths g c^lcms o£ agro-^itroattets as ttisse products 
^ t i l i dumiB<&t4i tHo o«»]taodity stinscl^tt o£ India 's foreign 
tra<3s« iMt^ pao3tet siK}uid c m s i s t of th^ folio«7iQg £ive 
msaeurssi 
i ) i>rics smggiagi 
U ) doffar stocicin9f 
i i i > QwmiKm fua^ for finatteing the stx»cK«piiIingi 
iW Mnltilatsrai trads coaimitaisntsi and 
v^J Siqprovsd eoo^snsatory fioimeing* 
By prios pa^gimj m mam ISnkimg t ' m p^l tms t^i 
prSmrf prodnets to tha prlcas of Industrial goods throu^ 
indsxing, ihie mmm that tha^ Smommm or dsersasa 
proporttonatsly over t ins* Thus* «iiqx»rt«sr8 of ths 
primary products » i l i tm coiqpmftatad tor tha diatdvantags 
inhsrant in trada bat»i«en primury prcHSoeta end industrial 
products* 
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A tmitmr ato«H o£ i n ^ r t a n t aomao^ltkm^ including those 
of io^rt idic* to 2n(iie# %Ktli ps&vmt ai3(^ kl«ci oaci l lat ioos in 
expoirt unit values* HU® will help to etaisjilise the ex£x>rt 
earnings* /adequate finaiicisl backing of e cpeci^al fund 
be necessary for the survival an<l e f fec t ive operation of the 
setmmrn i l m traOe oonmitiMtfite on d imtltilateral bo^is wi l l 
help the e a ^ r t ei^anaion of the dbivelopia^ ccwttitriee l ike 
Znaia ind thus help in lessening the e s ^ r t price flucti^ations* 
Xndii 4a ??hn3fiicelly fsnfierlng frc«i acute 
tTE'^ S! de f i c i t s without c-if attt0»9ttte atwS ef fect ive faaehanism 
t c th«mt# hn iBt^ -roved f^ ystftm for iscoviaing finmoes 
to r«>ke t)M losses suffered n i l l help India loa achieving 
the target growth rates in her econ©®!y» S^rice a t a ^ i l i ^ t i o n 
of XntHa'a eatports will help in liRprovins it© net Isarter and 
inaom terms of trade* 
immm M vi •'fWMttfr,!, 
Price e l a s t i c i t y of supply ol India 's exports* though 
i t has ioiprovetl during the three decades* i s s t i l l low* 
The main reaseo i s the prisaary x^roduct nature of i t s estport 
pattern* Xhe export surpluses do not respond proportionately 
to changes in export prices* ttm supplies o£ the exports 
do not contract even t^ien they are real is ing low unit values* 
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m COFILIINIM to w ^ v t T I M M goods WIM^ tiie warld 
tins o€ir« m not to 
@«n«rate taDro tts^rtaiadle «urplti0«tt of tho3« products WIMIC* 
tlM! mXt vaitttts going op ss a ivsuit of gl&baX 
dcmaiid* 'IHe rcitttoo for iaoth th« phenoraanoo I s th« isaao'ol^ 
l l t f of India*d iaotor isipats* i t i s j^aM I^ti to tsmaSmt 
ttw i i ^ t a from tlie»s« l inee of prodvietlosi y ^ m tbo unit 
^idu© r®alisatiojjs dwiadUng tic» tS^ iQm of 
isipxtuotioa whoiro tbfi unit rlsifig* l>1te fun^a-
SNiPtai xwaiion for fao'4or iosesoialilty X» tlie soeiO">«coi»oc»ic 
r i g i d i t i e s in tli« doveioping Xm ortier to iai^irove 
thtt e l a s t i c i t y of of «^port»« th® f i r s t and forMnost 
task i s iiii|)ortioQ fiexilidiitsr to tha sooio^ooaosiic stru* 
ctura so ttiat lnpitt:a cm l»a aasi iy shiftad* ii«eondJLy# tiia 
rata o£ Qrowtli of dc»iiastie output of ttioaa astporta atiouXd 
b&i inoreasad iapmrt detsaiici curva Im aMftiiig ti^ pwards* 
iDe domestio otit£»at can ba incraaaad h/jf iiioraasifig th* pro» 
duotivitiaa of factor iapsits* A Judioioaa oHoiaa of mppKO^  
priata taciuioiogy will also Oooat up t h e a t a of outsmt 
growth* ihirdXy# doaa^tie isonnmptioa should ba curbad in 
ordar to incraa&a tha aiqport<tbia sorploa* ' j^sa metasuraa 
mill oaartaiaiy haXp in au^fnaoting the avalX^Ia au^^pXias 
of tti^rtft iind axi>orta&itta» ^ raauitaot hattar growth 
rata in a x ^ r t tiuantuai t i i i l haXp in iiqproviag 2<idia*a 
incoiaa tamis of trada in partiouXar* 
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c* m mmmn miRmnm n mmt§ 
Ttmzm in « ^irmet l i n l c bettfCAii eca^apdlty etmpo^ 
sitiem o£ eiq^rta anS tmxtm of tratlc* X£ a cwmttf d«p«a48 
for i t s foreisn ^aamio^a on a fetr cowioditi^s^ £lii« 
otmtXtma ttmir prlc«s K i l l tiie gmmtel unit 
index* amt i f a osmtxy^s tio^irts pattttina tovoad-
basest, ptltm tlnatViSitl^iH iit -••tiXl c^tc^l cmt m&m othm: 
thf» g«mercl in^^x wUl rwiiaiii .ilaout 
Utu'ii^ y lattM tQi.iJ.nu m^ t l t t l e » 0 £oaia*a e a ^ r t 
iacked t'm tr^utiitioiiai eosj^rt 
ciioamoSiuias iiice oioottf^etaip^ oottcsa t«octii«» 
cmtrXbut^d & lax^^ to tHn mi^^^t. iae^jm* thm 
process of isfcartasd io t m s i x t i e s md th« 
eacBR»9<;4ity ^attjatu of i:mci3im miM taeo^ «• I^ k^^ mSI during 
the dccado of 'ihm i^ tmsm of w^giaearing 
goods cod otb»r i:)oa»t.riit<litio-nal aaiNsudxt i^iis i iko 
«ariii« proJ«etai« mAxmfmtuxmm« dMMnicais iroa 
i^ od stttt l in ia<Si<ai*8 ai^ort • In 
other wordttf the fiihair« of nMioutfacturttA ia th« t o t a i export 
inoomt iocraased* But tha stiajgrity oi tlia »«aii£actttrad 
tt«{;>orta are aiii^le imaophixsticated* :>oB»^tli«ae aa»ii£»* 
oturea« particularly the dgro»b&8e<i auXfer fron 
iriuctuatiQiia in exi4»rt |>ri«e«» should^ therefore* take 
saieafiure to fur«har ineceaae the ithare of oMUiiifaeturea, 
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p«rti«ularXy of eapiftal good* in our mitpoct trad«« for 
thl8 m to a high growth r« t« in oianufaetores* 
exi^rttf* urn ©uggoiit foliowlitg noasurea to aohiov* i t s 
i l pr ior i ty aiiocatiotk ot restoureosi 
i i ) l a t e s t teehaoiogyi m^ 
i i i ^ toattor paekfsgtt of «3<port inqeiativ«% 
o f t ^ e prssamnt ujapidnmidi p o l i c y o f maJbsidies* 
iMras^-isssitig o f t -Witafaotorss* « « 
a l s o recowica<3! a » e « » 3 t r u c t u r l i j g o f t h e a g r i c u l t u r a l , e x & o r t a 
a l s o , fc-fforts sOTtxXd b e m&M t o •valsa®^ addofl* 
,.:ro(3«Gt» i n th« o f j '-riKas^ s-m^ S iatsarm^sdiata i^roaiicts. 
m^ss-arsj wi l l Iiali- o r^Suca t'lie Sluit^x^'tion^ in 
lat^^rt unit v a l u e s . I t v U l a l s o grov^t':}. In 
QUantinn* The mmxlt y i l l be iJz fclio n&fc bartar 
incotiMi t«rJ!i» o f t r a d ® . 
Ad^tioo of naw an^ djrasaiio amitmtM alao « f f e « t tha 
oat iMirtar mii inocMsa taraia uf trada* Hivarsifieaticm of the 
«jQ»orta ana ixapoi^ts ««iciKata halpa tha net laarter terma in 
two waya* f i r s t l y * laxne t m ^ e of amKkmta inattre that 
u^ wasmi fluotuationa i a aona m&xUmtm wi l l counter tha (3omi<» 
waxd oi^xll&tiona. in aowe ottiara and «ha a«!t raault wil l be 
that export and import unit valoes wi l l not have to face 
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violent flttctttfttliifl* imGan6Xf0 bf ttaKplos-iog m^ capturiiif 
ii«v «]qport fsarlcftts m« g«t Miliar tmit iraitMo ^ ia^wrt 
dam nd is inortt btaoyaiil; in ttMsft atariuitii* tti* cos* of 
ii^rta* divwrsificdtioii tiaip* its in iMjring fcom countries 
the uni t v a i u « 9 o f t h e f « q u i f f e S iar|»ortii a r e l o w e s t * 
Enle j^nginQ our tr»a« rel^stic^is alsto ifspari-^ veii the imQvm taxm 
ot tr^aaie lay e n a l i l i n ^ t h e exv-ort a ' j reatsr quaatUBi* 
l a th'. fa.srtis'g* •jj-JB^a.itios ot lacsia 's 
import, Lr.-..d)S;. vz-^ s litjrJ&et ciiRcen** 
t rnt icPt 'St'® th i^C Oteict© '^^ •^^ doia* 
ci'trlpq tlv? t i f t lc i^ , mecut Bui «Ul6 ^Slirersii'Sf diQ mcrket 
coapositicn of out- ti&d^m Ht© adt fiivrnx^df'legation 
started In mid-sixtiise vi ih tlie lutsmitieticD of feilafceral 
trs^fi e5fi:e«jr«iits# p^rt'-awl^rly -^iXtii tto- i.a«t 
eountrleii* Hi© of ai v--rrdficaticm fyrtlwir 
inertt.ft»e<fi d^wring th» u t H l s e c ^ 
for adding new maxlcetw the lu|K>rt dtmon^ for uur 
eiqporte and exportelile* i » high, itm ahmew ot r ich o i l 
esqportin? countries h«a itiere^aea in Xrt<3i9*ii ejc}x>rt but 
the i r in^tort destaad i s BO vigorous th^t there a ^jreat 
potential f o r further lficiiir«<ieinQ the foreign excb^n^e 
eeroin^et pertieularlirt froiK the eieporte of numuf{^<ctures» 
Mojptover* oountriee of Africa and i^etia ^>riet t can he 
potent ia l atorketa for India*a exports* 
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Ho tBttat nT-r 3»ar)C9t3 Sj^  wstKinni (1) comodil^ 
ourvwy* ^ ( i i ) country 8U£inqpa« %till bo ai>X« 
captttre th« mark^tui Siqi ioervasltiyt Ci) pric9 tiontpaiil* 
t ivenese and ( i i ) qnniity c o a ^ t i t i i m a e s s * l^icm GoagmtS.'* 
tiinin«89 c m hg Itnmaik^ tlM cjoat eonw* 
ad^isaticifl QOd ifmovatioiis to Bmtiuty i s^gtmm* reqtiic««> 
safifits preferences wllJ, tlM- t^ walit^ gf cjEpotitXira-
'ShPstm tu^ ^I'v^oslofia uf. (..oti^^miliim G&^sizltf -.lilt 
^ mit vaXee r-nd trnXuaie a f ciii^orts^ 
tioii ^mm wi l l aacji© a i ^ 'VOUi-^ Ale 
lauv. «w!(fit; in liotli thu nnt b^rt-rr .isC Is^e^m af trade* 
K* m M /--MfeF 
A tjJ.gr»«r degree r f In^scrt ijubtti tutico v.111. iUccal«rate 
tiMi i»t4i of in'.'?t,ti^trialit.rtloa„ The ch^n^® ii^ ©t4fu» 
cfttMMi f i m a pasd-lndustrtsl ^ccmoay to a f ' i l ly la toa^lal iaadi 
aconomy avjteairatlc^illy ch^rrj* tha ccE«7Jlty ettuctura of 
Xodia'ft foralgn t**si3a« Iftd^str I a l l ration v l l i Halp^tc mpp^rt 
amt aotf aophlstlcatad pf.armfactura® vh.tc s^ wi l l Incraas® tba 
ahar* of induatrial- gooda i o o«p trarSe* wil l 
Inpart 9 atabilltY affact on fur-^ ort ^f^lms, A policy 
of affwatlva Iw^wrt f*jb»t.ltttt.ion will leiefiwt w.r 
on foralgn cotmtriaa for basic; raw faatert&ls* 
In tha l<msx>»rm i t n i l I incranaa «tia flalf-ralianca o£ our 
aeonoaQT* Ooaastic prt^'uluction of c^^pital gooda alao naana 
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that %m atm m Xon^r payixi^ v»ry hisrti pricwa tot timwm 
s t r « t « 9 i o imports* %t wi-ll elm l«a<l t» m aovm^ 
mmt isi t h e general xmit yttlm iii%>o£tii» tn t h i « 
a rnorm v i g o r o u t i ^ l i c y o f i t q p a r t i« i lX i o ^ r u v * 
t h e qm^isX m mil t h e f i « t trnms o£ 
t r a d e * 
tcc'\v~i o^ t s -'-'^ e* o f iaa-^ated -tii^-ilsj^jr A-iii 
e t.t^ *? ''.v'tivlicy ^-actur tnvs 
fclh; .rtin^l© factors? o?: tc?^© i c Bmmi' c f loao-
v-^rtiv-j GOtti^ trsv t^fti'ioiqoa of prwimfcloq will 
th i^ o " tm-n .^m i^tiWnitwsr - attd 
r * : n i t l t j r , .r«®ati«»rtt w x - o r t l u . w t m i w i l l 
i s at pr«»«isit i i^t t ia^j , f&ir ly a 
^ n«9d t h e Xaput o f v^i^tnula^y kxtt s»»st iK>t 
hiiiuSly la^ct i t * .".9 auot rej&cs; -abaoletw md 
tucitfJi^l&gjf vitiitiU i s ft ;2ff(2c-JLv=u la Xuaieu) coodi* 
tioa«»* siWig^st. a -citiaiijdiriutij^a oi t a t ^^olici' a£ 
tac-'moioftj^ i ^ f - j c t a * .lue cusoafijuiivd^d t ^ r t h i s 
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poiiey to im <i££«ctivtt» irir»t« iapoct of ooly that 
iti<Sustri«l tectaaology which 1« i3«tt»r •iiit«»d Xodlaa 
cotiditions «ifMl ct»Quir«£Ei0ata* '&ilt£ will holp in 
ex^ HSirt growth o£ Sodia'a raanuf&ctunMl 
ina^genotts a«vcloi;Kticmt o£ ruxrol tectmalo^y which t d i i 
pronaDte tKxpanaitm ol' Xa<tia*&i ©x^ -'Oirts* 
hav© a i^jlatwry oa ia^in'® 
aie^fte imsciiM t«£iu3 o£ tctiatt* 
jLii ^olvinc til© iuroJtlem c f '^•wmaapStSf' crtrntriw©' of 
tracts. e t i» of the f s r- Jixaivr ctsd .-.r® ©rioai 
diatribvjti'.i!! fron tfc'i SiswloptA 
di®Tr«»lopiTic eoantriaji, l^hl? i s not wn-ler the 
©sdLatln© IfttecnatioasJ. eiyier* ttii? pr^sfwt lr5t»ros-
tJkmal troeiug nyRttm^ oj-isr^.tiRg unflsr the of 
cm«iai*»£r*« market wirhaMjWR* dlscjrimln.^ti%a ^qeMst the 
^•vtlopiavi connirles. I t If? t !3»ilt-tn fartor in th« 
«3Ci»tin<gi trade op!3l«fr» £t 1® aystftm in ^hieh two imttquaX 
q[rovp« <d«v«illop«d and coxmtrlffB) pitched 
agaififft «ech oth(tr# injvisticit ll«ar tii the f-.^ct th>;it 
tiio syfftaa 9mm ruJes and rttgulatlcns for th« 
strong M aa IMNIIi •ecmoRttcra* Thn r a a ^ t i s further 
widnniiiQ o£ th« of intcraationaX ooom^nic k^iHicaiuUdty* 
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Thii dtat«rioratioo in t»naa of tx&Qm of tii« a«v«Iopifi9 
eoiifiti:i«« 'tnd thm rm9vXtm% aisturi^mtloQ ot thm 
gains uf trada tsi m o l^oaa o£ systiMo* 
h S'^jTuotorel cH'^ ngo in Int^imatianal tra<le orsiftr 
i a i a r o d i i u t l o f i o £ i a &IMI v^'hich 
iiriJLl hitilp ia tranati^rio^ jpe i^ jr«:iMi 
eu tile d«iridiOi>iiag i'liii:. .riN-surtactWfliag of tiMi 
traus ii/Kteif. viklX pis'ww t^e '''mmXitymmnt 
um ^ma tleavmli^ipmi ^^jt ^A-iiold^ag Limn. sr®* 
UiJtMcMa lOr U]^ 
im dut&r iTcSitt ti-w/w*. k'H i^r "Xbe 
A.e '^ttu.-uutejjriay vE cat .^ isiU^ tX f-ysi., siti ..Jii tlratilc 
af • l i l SavmlQi^iog 
. fujU Ult TXa^ J-i.VStiilifttlt ii£ 
tiik- - f tr.'^ f.-j of I.- "Ji* la not 
dit^Ati'is oi in io^rt 
<ftiiie i t « '..sli^ i-ri--: r . l « c-itsTvl 
cii^i-M g-ciwOi. v i i l I t u raia-.;?.v«ly higher thoa 
oni^tB «>t l«««i'£t in tiw Imrn^ Xe^ tn futux^* fl»u# 
tlM adnntr«« e£f«sct« of i.cira» of t«r<r<dft on 3naia*0 of 
paynmit* aad «eoiioiiil€ dev«lopifl«att esii ioe mMi^%»A to oontliiiM* 
282 
a^^ e adopticti sanA a f fect ive of tiw 
sugoostftd measures cm mmiet a iMiai^y ln£Xiittikett on 
India 's terms of traiit isy unit valtMis o£ 
Sii<31a*@ i o i p o r t iami m g o s t B f I n c r e a s e t i i e i ^ r l c e e l a s t i c i t y 
o £ e x p o r t s eJki. e a c p Q f t a u l e s f ^ i i m r a l f y t h e c a » a o a i t y m d c o o n t c y 
a t m a t u m oC x n d l a * ^ i o x m l g ^ t r a v e l <Md acc@ler<: . te t n e r a t e 
O' i n d u s t r l a l i s a t l c m ttivough a h i g h e r d e g r e e of i s i i ^ r t 
s s j t e t l t i i t t e i fcsad a d o p t i o n o f api>«Oi-»riate t e c t m o i o t ^ . i t j e 
^jr^icee® o f l n a i i s t r l a l i s © t i a n w i l l esiheaice i n d l a ' s tra^^>fp«^ 
a M l i t y ^ A xtie IncreesMS I n t h e c a i > e c l t y t o t X i ^ - . t o m 
w i l l les&^ei) 0vi«lo«ecunomlc i d 0 , < l l t l e & aEOd I n o r e a s e t h e caolKL-
l l t y o f r e c ^ u r c e a * ^^reater u s a l i l l i t y w i l l l e a d t o r e d l s t r l i s i i " 
t i b n o f res '^i i roea m d thuis w i l l I n c i r e a s e t h e p r i c e e l a s t i c l t l < » s 
o f Bxi^tta* In thl£> wayst t h e r e w i l l im 0 £ > e n e £ l c i a l c r l o l e «» 
i n a u s t r l a l i s a t i c i ^ s leadlnv^ t o I n c r e a s e s t ran3Carmc . t lon a b i l i t y 
the enhi^ced capacity to trdasfofia farther qiaGkenlng 
the pace of Industrial laatlon. This t^ -wmomiion «dll help 
In linprovinQ not only the Qeneml tenae of tra<3e ixit also 
the eeetorel teme of trade* h re fom In the eidetlny Inters 
national trade order i t l l l maice I t pOiuelble to loplsment a l l 
these meaauree effect ively* 
I M s policy pro^criptlcMi will solve the twin proialecis 
of adverse effeol^on laslanee of payiaents and national Incomi* 
Zt wli l lead to a nore vlahle diatrlloution of internal 
reaourcea wtiich will heli^ to reduce the inten£»ity of adverse 
283 
«ff«eta on ttie •eonocqf* A lomttmt aovmamt in tmmm of 
trad« will a l a o solve the of i o t e c n a t l o a a i txaosfor 
of rosourafta* _ ioatttrioiratlQfi in JLiidla*a terms of tr&ae 
flM>v0d out of th« country* t l ^ reducing the z«soure«0 
nooat th..^ t r«iaX resourceflii^to be invostea for e^ xmomiLC 
growth, i^prov^aiuit in our terms of wi l l ine^ that 
there t^ill bm yr«at«r ioflon' of seB'jwccma§ Q«ii«rMtiaiig a 
aucpltts to he used for (P^rod^tiv* purixj&ea* i?o.sitive 
movemat In ihcoste terms of trade u i l l enhaeee the int^rt 
cai»aclt3r of export ©ajmlags • m will b® «Me to 
o great aisoimt of strategie ds^lagirsmat ioijuts whic^ 
v i l l puaftt the 9ro®8 hatianal ^iroduct* mK®&vec0 a favourable 
aoveiaeiit of taxsm of tracSe ndll increase India*e share in tite 
distribution of global gaina of trade* a^ein increasing the 
ecoooiiic surplus* vim ^re« therefore* of the o^^inioii that 
tim t&ma of tcade policy ^uggosted by us tirill i%.»art 
s t a b i l i t y £;treo9th to ladi&*& external iseotor throtigh 
i t s restructttrins* I t will oIbo accelerai;« the rate o£ 
India 's economic gro«rth by increasing her shar»'.of the geins 
from t r a ^ and thus augmenting the net ai.tioaal inoome* 
Mwiitwftftffflr 
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ahlslit i* "India*6 'Xexms o£ 
yri««it tmgaiaiia* ^mv 1974* 
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